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CROWN CORPORATIONS AND OTHER CORPORATE 
INTERESTS OF CANADA 


It is with pleasure that I table the 1997 Annual Report to Parliament on Crown 
Corporations and Other Corporate Interests of Canada. This annual report is the 
principal means by which the government informs Parliament and Canadians about its 
corporate holdings. These range from directly held parent Crown corporations to 
organizations in which the government has only a partial shareholding or right to appoint 
a member to the board of directors. 


For the first time, this document reports on the performance of Crown corporations 
according to the ministerial portfolios to which they belong. This reflects the fact that, 
although Crown corporations vary greatly in size and function, they are all accountable to 
Parliament through a minister. 


Program Review has introduced a new dynamic that has resulted in Crown corporations 
becoming less dependent on the financial support of the government. The Government of 
Canada is continually examining options for delivering its programs more effectively 
while reducing the burden on taxpayers. Recent developments in this area include the 
transfer of Transport Canada’s air navigation system to NAV CANADA and the 
continued transfer of federal airports to Canadian Airport Authorities. The research 
community is sharing the governance of a new corporation, the Canada Foundation for 
Innovation. In addition, proposed legislation affecting The Canadian Wheat Board would 
result in the governance of the Wheat Board being shared with its stakeholders. 


It is clear that effective corporate governance is essential to the functioning of all 
corporations in which the government has an interest. With this in mind, the Treasury 
Board Secretariat published guidelines on corporate governance last year. 


I am pleased to note that many Crown corporations have responded to these guidelines 
and have reported on their corporate governance activities. 


Marcel Massé 
President of the Treasury Board 


December 1997 a ee we 2 
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INTRODUCTION 


The President of the Treasury Board’s 1997 
Annual Report to Parliament on Crown 
Corporations and Other Corporate Interests of 
Canada provides a consolidated report on the 
businesses and activities of all parent Crown 
corporations and the other corporate interests of 
the Government of Canada. This report 
comprises the following sections: 


- The Overview of the Portfolio 
describes significant developments, 
major events and trends in Crown 
corporations. As well, it provides a 
review on a ministerial portfolio basis. 
Two summary tables present the 
consolidated financial position, 
operating results, financing and 
employment information for Crown 
corporations by ministerial portfolio. 


- Corporate Abstracts summarizes each 
parent Crown corporation’s mandate, 
products and services, corporate 
highlights, performance, objectives for 
the next planning period and financial 
results. 


- Corporate Holdings presents a listing 
of parent Crown corporations and their 
corporate holdings. 


¢ Other Corporate Interests is a compilation 
of the other corporate interests of Canada, 
and provides supplementary information 
about them. 


- The Consolidated List of Crown 
Corporations and Other Corporate 
Interests of Canada is an alphabetical listing 
of the organizations included in this report 
and is a new addition this year. 
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-  Tabling of Reports in Parliament presents a record of annual reports, and summaries of 
the corporate plans and budgets tabled in Parliament by the responsible ministers. 


- The Annex contains the audited financial statements for each parent Crown corporation. 


This 1997 Annual Report to Parliament on Crown Corporations and Other Corporate 
Interests of Canada is prepared under the direction of the President of the Treasury Board by 
the Alternative Service Delivery and Crown Corporation Policy Sector. It responds to the 
requirements of the Financial Administration Act sections 151 and 152 that the following 
documents be tabled in Parliament annually: 


* aconsolidated report on the businesses and activities of all parent Crown corporations, 


including information on all Crown corporations and other corporate interests of Canada; 
and 


* a report indicating when annual reports and summaries of the corporate plans and 
budgets were to be laid before each House (for the 12-month period ending on 
July 31), and when they were actually laid before that House. 
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OVERVIEW OF THE 
PORTFOLIO 


Background and Context 


With the creation of the Canadian Race 
Relations Foundation, the Crown 
corporation portfolio increased in size in 
1996/97 from 46 to 47 parent Crown 
corporations. Each Crown corporation has 
its own specific public policy purpose. 
Accordingly, corporations vary widely in 
size and differ in their demands on the 
government for financial support. 


Each Crown corporation is a legally distinct 
entity wholly owned by the Crown and 
managed by a board of directors. The 
enabling legislation for each Crown 
corporation, whether by a special Act of 
Parliament or by articles of incorporation 
under the Canada Business Corporations 
Act, sets out the Crown corporation’s 
mandate, powers and objectives. 

















Corporate Environment 


Getting Government Right 

Crown corporations have long been used as an alternative model to the departmental 
delivery of federal programs and services. The President of the Treasury Board’s 1996 
Annual Report to Parliament on Crown Corporations and Other Corporate Interests of 
Canada noted that the government had begun to move away from traditional models of 
service delivery to allow more cost effective and client-oriented management practices to 
flourish. In February 1997, the President of the Treasury Board reported on the initiatives 
that were under way to modernize the delivery of programs and services to Canadians in 
Getting Government Right: Governing for Canadians. The government is continuing the 
restructuring work begun as a result of Program Review to create a modern public sector 
that can better respond to the challenges that it faces. 


This examination of the corporate environment outlines the federal government’s 
progress in the area of alternative service delivery. Also discussed are Crown 
corporations’ mandate reviews, and other issues of general relevance across the 
government’s portfolio of Crown corporations. 


I. Alternative Service Delivery 


The Treasury Board’s Framework for Alternative Program Delivery outlines several 
delivery options that departments may use to improve service and modernize operations. 
The Framework, however, is not intended to limit the range of alternatives considered by 
government entities in restructuring programs and activities. Although many current 
service delivery models will continue to be useful in the future, innovative organizational 
and partnering arrangements, and appropriate enabling legislation, may be necessary. 


During the past year, the government created several new organizations to carry out its 
programs. It also commercialized or privatized some activities as well as commencing the 
process for others. These are noted below. 


Service Agencies 


Service agencies are expected to be established by separate constituent legislation to 
reflect their unique features and requirements. Typically they would be headed by a chief 
executive officer reporting to a minister; have flexible administrative, financial and 
human resources authorities consistent with the organization’s mandate; be performance 
and results oriented; and have tailored reporting and accountability requirements. The 
1996 Budget announced the creation of three new service agencies. The Canadian Food 
Inspection Agency was established on April 1, 1997 as a departmental corporation. Work 
is continuing to establish the Parks Canada Agency and the Canada Customs and 
Revenue Agency. 
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Special Operating Agencies 


Special Operating Agencies (SOAs) are service delivery units within government 
departments. They are allowed more direct authority and responsibility for obtaining 
results by increasing their management flexibilities and relaxing administrative rules and 
controls. In return, SOAs commit to agreed-upon levels of performance. SOA 
frameworks are approved by the Treasury Board and are implemented without requiring 
legislation. In 1996/97, the Treasury Board approved four new SOAs: Measurement 
Canada; the Occupational and Environmental Health Services; Technology Partnerships 
Canada; and the Superintendent of Bankruptcy. This brings the total number of SOAs to 
19, with some 6,000 employees. 


Foundations and Boards 


The 1997 Budget announced the creation of the Canada Foundation for Innovation and an 
$800-million technology endowment fund. The purpose of the fund is to provide 
financial support for the modernization of research infrastructure at Canadian universities 
and colleges, in research hospitals, and in associated not-for-profit research institutions 
and organizations in the areas of health, environment, science and engineering. The 
Foundation is an independent corporation at arm’s length from the government. The 
government appointed the Chairperson of the board of directors and, on November 18, 
1997, the Chairperson and the Minister of Industry announced the appointment of the 14 
remaining board members. 


In September 1997, the Minister of Finance tabled Bill C-2 to create the Canada Pension 
Plan Investment Board, which was announced in the 1997 Budget. The Investment Board 
would manage and invest money transferred to it from the Canada Pension Plan Account. 
It would be managed by a board of directors consisting of 12 directors appointed by the 
Governor in Council on the recommendation of the Minister of Finance after consultation 
with the provinces. 


Partnering 


Increasingly, the federal government is looking to partner with other sectors — public, 
private and not-for-profit — to build on their collective strengths and capabilities in 
meeting shared objectives. 


Recent examples of partnering arrangements include ‘Team Canada’ missions abroad to 
promote trade through co-operation between the federal and provincial governments and 
the private sector. The Canada Infrastructure Works Program combined the efforts of 
three levels of government and delivered benefits to communities across Canada. The 
1997 completion of the Confederation Bridge linking Prince Edward Island and New 
Brunswick was made possible by an innovative financing arrangement, federal-provincial 
co-operation and private-sector expertise. 
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Commercialization and Shared Governance 


Previous Budgets announced the government’s intention to commercialize public entities 
and activities where they could be shown to improve services and reduce costs while 
continuing to protect the public interest. Examples of progress in this area during the past 
year are noted below. 


On October 31, 1996, the operations of Canada’s air navigation system were transferred 
to NAV CANADA — a private, not-for-profit corporation created to purchase the system 
for $1.5 billion and operate it. The air navigation system provides civil air traffic control, 
flight information services such as weather briefings, and a network of navigational aids. 
NAV CANADA operates independently of the government except for certain clearly 
defined areas such as safety, and services to remote and northern communities. 


During the period in review, the National Capital Commission reached an agreement to 
obtain from private companies property management and leasing services, as well as 
maintenance and recreational services in Gatineau Park. Public Works and Government 
Services Canada has initiated an outsourcing of some of its architectural and engineering, 
real estate and property management services. This is expected to reduce its costs by 
some $40 million per year. 


In 1995, the government reviewed the mandate and funding of Atomic Energy of Canada 
Limited (AECL) as part of Program Review. It decided that AECL should maintain a 
viable CANDU business. AECL was asked to focus on the CANDU business and its 
research and development, and to plan the closure of some facilities, including its 
Whiteshell Laboratories at Pinawa, Manitoba. The government announced on 

December 19, 1996, that it would seek private-sector interest in commercializing the 
Whiteshell site. The commercialization would include AECL's business not essential to 
the CANDU program. A 1997 proposal by Canadian Nuclear Projects Limited will form 
the basis for more detailed negotiations to commercialize the Whiteshell Laboratories. 


Two bills that died on the Order Paper when Parliament was dissolved in April 1997 and 
that have implications for a number of Crown corporations were re-introduced in the 
House of Commons in October 1997. 


The objective of Bill C-9, the Canada Marine Act, is to improve the effectiveness of 
Canada’s major ports by creating a National Ports System comprising independently 
managed Canada Port Authorities (CPAs). The Bill proposes to streamline the regulatory 
regime for the new CPAs and other ports currently administered by Transport Canada, 
and to dissolve the Canada Ports Corporation, thereby reducing the administrative burden 
and overhead costs for the major ports. Bill C-9 would repeal the Public Harbours and 
Ports Facilities Act. It would allow the Minister of Transport to commercialize the 
operations of the Great Lakes-St. Lawrence Seaway system by entering into agreements 
with Seaway users or any other group to operate and maintain the Seaway. This Bill 
would also change several aspects of the marine pilotage system. Under the proposed 
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legislation, the pilotage authorities would be required to recover all of their costs from 
users of their services. 


Bill C-4, which proposes amendments to the Canadian Wheat Board Act, provides that 
farmers in various electoral areas would elect 10 of the Wheat Board’s proposed 15 
directors. As well, Canada would continue to guarantee the provisional prices, and the 
Wheat Board’s borrowings and receivables generated by certain credit grain sales. 


Privatization 


In 1996/97, the government completed two large privatization initiatives started in 
previous years. In November 1995, the government sold the Canadian National Railway 
Company (CN) for gross proceeds of $2.1 billion, with payment for the shares spread 
over two installments. On November 26, 1996, the government collected $900.9 million 
representing the final payment. In September 1995, the government sold 123.9 million 
shares of Petro-Canada. Purchasers paid for these shares in three installments over 

18 months. In September 1996 and again in March 1997, the government received the 
second and third installments totaling $1.053 billion. 


During 1996/97, the government completed the privatization of the Canada 
Communication Group (CCG) to the St. Joseph Corporation through a competitive sales 
process. 


The government had previously announced its intention to sell its minority shareholding 
in National Sea Products Limited subject to market conditions and consultations with the 
company. The government had also signalled its intent to initiate the sale of Theratronics 
International Limited, when the company’s operations warrant. The government remains 
committed to these privatization initiatives. 


II. Crown Corporation Mandate Reviews 


A review of the mandate of Atomic Energy of Canada Limited set the stage for the 
commercialization of its Whiteshell Laboratories, as described earlier in this section. 


In April 1997, the Minister responsible for Canada Post Corporation reaffirmed that 
Canada Post would not be privatized, and introduced measures to improve postal service 
for Canadians. Service levels and standards would be set for rural Canada, and standards 
for both urban and rural Canada would be monitored independently and results reported 
to the minister. Canada Post’s primary focus would be on the delivery of lettermail. In 
order to maintain affordable lettermail without subsidies, Canada Post would remain in 
competitive services and would not be asked to sell its interest in Purolator Courier. The 
price of stamps would not increase in 1997 or 1998. Future increases, when warranted, 
would be less than inflation, implemented no more than once a year and announced at 
least six months in advance. 


The minister also announced that a Canada Post Ombudsman would be created, and that 
the Ombudsman would provide a statement for inclusion in the corporation’s annual 
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report. As well, Canada Post would be required to provide an annual statement from its 
auditor on cross-subsidization between its competitive services and its exclusive privilege 
lettermail business. On August 28, 1997, Canada Post announced that it had established 
the Office of Ombudsman. 


The Canada Mortgage and Housing Corporation (CMHC) is restructuring to meet a 
revised mandate. This includes having CMHC operate its insurance funds on a more 
commercial basis, represent Canada’s housing interests internationally, and offer 
provincial and territorial governments the opportunity to manage the social housing 
resources. To date, three provinces and one territory have agreed to manage the federal 
social housing resources. In streamlining its organization, CMHC has adopted a regional 
business centre approach. Nearly all operating decisions are made in the field from five 
regional business centres. 


Issues of General Interest and Relevance to Federal Crown Corporations 


Corporate Governance 


In June 1996, the President of the Treasury Board and the Minister of Finance issued 
Guidelines for Corporate Governance in Crown Corporations and Other Public 
Enterprises. The guidelines serve as benchmarks for governance practices and help 
strengthen accountability. 


Several Crown corporations addressed the issue of corporate governance in their annual 
reports. No fewer than five of them indicated that they had established a corporate 
governance committee. These included Atomic Energy of Canada Limited, the Bank of 
Canada, the Business Development Bank of Canada, the Canadian Broadcasting 
Corporation and the Export Development Corporation. Five more corporations reported 
that they had reviewed or were reviewing the issue of corporate governance. 


Executive Compensation 


After six years of wage restraint, the government has returned to a market-based regime 
of determining wages for employees of Crown corporations. It has signalled to the top 
management of Crown corporations that a conservative, more performance-based 
approach to designing new compensation packages is expected. In addition, the 
government is seeking independent advice and recommendations on compensation 
strategies and principles concerning Public Service executives and Governor-in-Council 
appointees in departments and Crown corporations. 


The Advisory Committee on Senior Level Retention and Compensation is expected to 
make its recommendations to the President of the Treasury Board in late 1997. The 
President will make the committee’s report public. 
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Environment 


Protection of the environment remains an important objective for Crown corporations and 
the government. Environmental assessment policies adopted by Crown corporations are 
aimed at providing exemplary results by ensuring that significant projects are evaluated 
within the spirit of the Canadian Environmental Assessment Act. 


It is expected that work will continue in the year ahead on how Crown corporations 
would meet government objectives in protecting endangered species and the 
environment. 


Official Languages 


Under section 41 of the Official Languages Act, the government is committed to 
enhancing the vitality of English and French minority communities in Canada, and to 
fostering the full recognition and use of both languages in Canadian society. Section 42 
of the Act requires the Minister of Canadian Heritage, in consultation with other 
ministers, to encourage and promote a co-ordinated approach to the implementation of 
section 41. 


In March 1997, the Minister of Canadian Heritage and the President of the Treasury 
Board reaffirmed this commitment through a joint memorandum of understanding 
designed to provide greater accountability in the implementation of sections 41 and 42 of 
the Official Languages Act. It was intended to respond to the second report of the 
Standing Joint Committee on Official Languages on the implementation of sections 41 
and 42. 


The memorandum of understanding creates a process that would encourage a number of 
federal institutions, including several Crown corporations, to include, in their overall 
strategic planning and evaluation procedures, those activities aimed at fostering the 
development of minority official language communities in accordance with the 
government’s commitment under section 41. The Treasury Board Secretariat is to provide 
guidance to help Crown corporations integrate into their overall strategic planning the 
specific strategies relating to their responsibility under that section. Canadian Heritage 
provides appropriate support to the Secretariat in this regard. 


Payments in Lieu of Taxes 


During the period in review, the final supplementary report of the Joint Technical 
Committee on Payments in Lieu of Taxes was submitted to the Minister of Public Works 
and Government Services and to the President of the Treasury Board. The committee, 
comprised of members representing the Federation of Canadian Municipalities, Public 
Works and Government Services Canada, and the Treasury Board Secretariat, was given 
the task of finding ways to improve the fairness of the system of payments in lieu of 
property taxes. The committee reached a consensus on several issues, including the need 
to design an appropriate and effective appeal mechanism. The committee’s 
recommendations are under consideration by the government. 
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The Importance of Reporting to Parliament 


The Financial Administration Act requires each scheduled Crown corporation to submit 
an annual report and summaries of the corporate plan and budget for tabling annually in 
Parliament. A well-functioning accountability framework is based on the timely receipt 
by Parliament of useful information on corporate performance. The corporate plan 
summary serves to inform Parliament of the objectives of the corporation as approved by 
the government, and the corporation’s plans for achieving these objectives. The annual 
report, in addition to financial statements and the auditor’s report, also presents 
information on the extent to which corporate objectives were met during the reporting 
period. 


This report contains a section entitled ‘Tabling of Reports in Parliament,’ which provides 
a record of reports tabled during the past year. 


Excellence in Reporting is Recognized 


The Farm Credit Corporation and the Canada Deposit Insurance Corporation were the 
recipients of the 1996 Auditor General Award for Excellence in Annual Reporting by 
Crown Corporations. Established by the Auditor General of Canada in 1994, the award 
recognizes those corporations that provided the best accountability information. It 1s 
intended to act as an incentive to corporations to improve the annual reports and the 
summaries of corporate plans and budgets that are tabled in Parliament. 


Crown Corporation Performance 


This part provides a summary of the following general performance indicators as reported 
by Crown corporations: 


¢ budgetary appropriations; 

¢ debt obligations; 

° assets; 

* net income; and 

¢ employment. 

The privatization of CN contributed to a significant decline in the financial and 
employment aggregates of Crown corporations, and this decline is reflected in the 
exhibits that appear throughout this section. Data for CN are included for the years up to 
1994/95. CN data are excluded from 1995/96 on. Exhibits 9 and 10 at the end of the 


Overview of the Portfolio section present the consolidated financial position, operating 
results and employment levels in Crown corporations by ministerial portfolio. 


Budgetary Appropriations 
Budgetary appropriations, or funding from Canada to Crown corporations, continued to 
decline. In 1996/97, these appropriations totalled $4,364 million — down from the 
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$4,572 million total the previous year. Exhibit | below illustrates the decline in 
appropriations over the last five years. 


Exhibit 1: Total Budgetary Appropriations 1992/93 to 1996/97 ($ million) 
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In 1996/97, appropriations went to 29 Crown corporations. Exhibit 2 below identifies the 
five corporations that received 82 percent of all appropriations to Crown corporations. 


Exhibit 2: Largest Beneficiaries of Budgetary Appropriations 1996/97 


Canada Mortgage and 
Housing Corporation (CMHC) 


CBC 


Canadian Broadcasting 


23% 
CMHC Corporation (CBC) 
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Traditionally, the five corporations identified in exhibit 2 have been the largest recipients 
of government funding. In 1996/97, their combined appropriations declined to 
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$3,596 million from $3,818 million in 1995/96 — a decline of nearly 6 percent. The 
$173-million decrease in funding to the CBC accounted for most of the overall decline 
during 1996/97. In the case of CMHC, about 90 percent of appropriations flow to 
households in need under long-term subsidy commitments. 


The reduction in funding to Crown corporations follows the 1996 Budget announcement. 
That Budget planned reductions over a five-year period of $180 million to CMHC, 
$63 million to VIA Rail, and $74 million to AECL. 


In contrast to the comparative results a year ago, the 4.5-percent decline in total 
appropriations to Crown corporations in 1996/97 from 1995/96 was smaller than the 
6-percent decline in other government program spending over a similar period. 


Debt Obligations 

The total debt owed by Crown corporations, excluding the Bank of Canada, increased to 
$39.7 billion in 1996/97 from $38.6 billion the previous year. This represents a 
2.8-percent increase. These total debt figures include debts payable both to Canada and to 
the private sector. Crown corporations have been encouraged to borrow from private 
markets where appropriate and to reduce their borrowings from Canada. 


Exhibit 3 shows how Crown corporations have steadily substituted borrowings from 
Canada with borrowings from private lenders over the last five years. 


Exhibit 3: Debt Obligations of Crown Corporations ($ billion) 


45 


(1 Private 
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CMHC is the largest debt holder in the portfolio. Consistent with the trend outlined in 
Exhibit 3, the corporation is continuing to pay down its government debt, and all new 
borrowings are from the private sector. 


Three other large debtors are the Business Development Bank of Canada, the Export 
Development Corporation and the Farm Credit Corporation. In 1996/97, these three 
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financial intermediaries held a combined debt of $15.6 billion compared to $14.6 billion 
the previous year. These debts are balanced by loans receivable of similar size. 


Exhibit 4 identifies the five Crown corporations whose 1996/97 debt exceeds $1 billion 
and illustrates the increase in their respective debt loads since 1992/93. The increase for 
CMHC reflects private-market borrowing to provide direct lending under social housing. 
By self-financing the mortgages of social housing projects, CMHC has substantially 
reduced federal government subsidy costs. 


Exhibit 4: Comparison of Largest Debtors in 1996/97 with 1992/93 
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Assets 

Crown corporation assets increased to $56.7 billion in 1996/97 from $53.8 billion the 
previous year. This 5.4-percent increase in assets is partly balanced by debt increases 
described earlier in this part. 


Not all corporations increased their asset base. Increases in some Crown corporations’ 
assets were moderated by decreases in those of other Crown corporations. 


In 1996/97, increases in the value of assets were reported by Canada Mortgage and 
Housing Corporation, the Farm Credit Corporation, the Export Development Corporation 
and the Business Development Bank of Canada. Decreases were reported by the Canada 
Deposit Insurance Corporation, the Canadian Commercial Corporation, VIA Rail and the 
Canadian Broadcasting Corporation. 


Exhibit 5 illustrates the fluctuations in the value of Crown corporations’ assets over the 
last five years. 
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Exhibit 5: Crown Corporation Assets, 1992/93 to 1996/97 ($ million) 
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Net Income 

The combined net income of Crown corporations fell to $53.1 million in 1996/97 from 
the previous year’s total of $594.1 million. This precipitous decline was due mostly to a 
change in The Canadian Wheat Board’s method of reporting net income in its annual 
report. Specifically, it has adopted the policy of recording no net income in recognition of 
the fact that its revenues after expenses are distributed to farmers. 


A number of corporations improved their financial performance as measured by net 
income. Exhibit 6 shows corporations with the largest improvement in net income in 
1996/97 relative to a year earlier. Other corporations reported declines in their 1996/97 
net income — the Canada Deposit Insurance Corporation showed a decline in net income 
to $124.8 million in 1996/97 from $446.2 million in 1995/96. The National Capital 
Commission, Canada Mortgage and Housing Corporation’s Administered Funds, and 
Marine Atlantic Inc. had lower net incomes reported relative to a year ago. Exhibit 10 at 
the end of the Overview section shows the net income of individual corporations by 
ministerial portfolio. 
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Exhibit 6: Corporations with the Largest Increase in Net Income in 1996/97 
($ million) 
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Employment 

The number of Crown corporation employees continued to decline. In 1996/97, the total 
number of employees was 75,074 compared to 77,614 in 1995/96, which is a 3.3-percent 
decrease. This decline was due mainly to reduced employment at Atomic Energy of 
Canada Limited, the Bank of Canada, the Canadian Broadcasting Corporation, Canada 
Post Corporation, Canada Mortgage and Housing Corporation, the Cape Breton 
Development Corporation, the National Capital Commission and VIA Rail Canada Inc. 


Exhibit 7 shows the declining trend in employment in Crown corporations over the past 
five years. The main decline between 1994/95 and 1995/96 was due to the privatization 
of CN. 


Exhibit 7: Employment in Crown Corporations, 1992/93 to 1996/97 


140,000 
120,000 115,623 115,096 112,353 


100,000 
80,000 77,614 75,074 
60,000 
40,000 


20,000 





0 


1992/93 1993/94 1994/95 1995/96 1996/97 





Overview of the Portfolio 15 














Exhibit 8: Crown Corporations Grouped by Ministerial Portfolio 
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Cape Breton Development Corporation | 


Public Works and Government Services 


Defence Construction (1951) Limited 
Old Port of Montreal Corporation Inc.* 
Queens Quay West Land Corporation 
Royal Canadian Mint 


Transport 
App: 383.5 E: 7,270 


Atlantic Pilotage Authority 
Canada Ports Corporation 
Great Lakes Pilotage Authority, Ltd. | 
Halifax Port Corporation : 
Laurentian Pilotage Authority 
Marine Atlantic Inc. 

Montreal Port Corporation 
Pacific Pilotage Authority 

Port of Quebec Corporation 
Prince Rupert Port Corporation 
Saint John Port Corporation 

St. John’s Port Corporation 
St. Lawrence Seaway Authority, The 
Vancouver Port Corporation 
VIA Rail Canada Inc. 








* The Old Port of Montreal Corporation Inc., a wholly owned subsidiary of the Canada Lands Company Limited, 
has been directed by Order in Council (P.C. 1987-86) to report as if it were a parent Crown corporation. 
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Crown Corporations: Portfolio-based Review 


Exhibit 8 illustrates the federal Crown corporations grouped according to the ministerial 
portfolios through which they are accountable to Parliament. This portfolio grouping is 
used for purposes of the following review of issues relating to the corporations. Specific 
information about individual Crown corporations may be found in the Corporate 
Abstracts section of this report. 


Exhibit 9 shows each corporation’s employment and financial position, and Exhibit 10 
provides information about each corporation’s operating results and financing. These 
exhibits, which appear at the end of this part, are also structured according to the 
portfolio grouping shown in Exhibit 8. 


For Crown corporations with fiscal years ending on or after July 31, 1997, this report 
reflects financial data for the fiscal year ending in 1996. Accordingly, for the Canadian 
Dairy Commission, The Canadian Wheat Board and the National Arts Centre 
Corporation, this report covers the period ending July 31, 1996 for the first two 
corporations, and August 31, 1996 for the third. All other corporations’ data are for their 
respective 1996 or 1996/97 fiscal years. 


This section contains several references to a corporation’s or group’s “self-sustaining 
percentage”. This term means the percentage of revenues to operating expenses. 


Agriculture and Agri-Food 

During the period in review, responsibility for The Canadian Wheat Board was removed 
from this portfolio when the former Minister of Agriculture and Agri-Food assumed 
responsibility for Natural Resources Canada 


while retaining responsibility for The Canadian Dairy Commission 
Canadian Wheat Board. In 1996/97, the Farm Credit Corporation 
remaining two Crown corporations in the — 


Agriculture and Agri-Food portfolio had 862 

employees, with the Farm Credit Corporation accounting for 800. The Canadian Dairy 
Commission was the only Crown corporation in this portfolio to receive budgetary 
appropriations. It received a total of $187.6 million — 98.5 percent of which comprised 
subsidy payments to farmers. 





The Canadian Dairy Commission is a key facilitator within the Canadian dairy sector. It 
is responsible for giving producers and processors the opportunity to obtain a fair return 
for their labour and investment by administering policies and programs that meet their 
needs, while ensuring that Canadian consumers have access to a continuous and adequate 
supply of quality dairy products. 


In fulfilling its mandate, the commission provides a framework for the federal-provincial 
participation that is crucial given the shared jurisdiction in the industry. Some of the key 
issues facing the dairy industry include the phasing out of the dairy subsidy, the 
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development of a long-term dairy policy, the setting of support prices and the production 
of non-quota milk. 


In providing financing to Canadian primary producers, farm-related businesses and 
agri-businesses, the Farm Credit Corporation’s challenge will be to keep up with the 
drastic changes that are being driven by consumer trends, increased competition and 
technology. These influences are being felt not only in the agriculture industry, but across 
the Canadian economy as a whole. 


Canadian Heritage 

During the period in review, corporations in the Canadian Heritage portfolio had a total 
of 9,433 employees or nearly 

13 percent of all Crown Canada Council 

corporation employees. Excluding | Canadian Broadcasting Corporation __ 
Canadian Film Development Corporation — 


the Canadian Race Relations 


Foundation, which commenced Canadian Museum of Civilization 
operations in 1996, appropriations Canadian Museum of Nature 

to this portfolio’s Crown Canadian Race Relations Foundation 
corporations totalled $1.4 billion National Arts Centre Corporation 


— a decrease of $203.7 million or | National Capital Commission 
12.2 percent from 1995/96. With National Gallery of Canada 


the exception of the Canadian National Museum of Science and Technology 
Museum of Nature and the 


National Arts Centre Corporation, all corporations had a decline in budgetary 
appropriations. 





Net income for the Crown corporations in the Canadian Heritage portfolio improved in 
1996/97 from a loss of $390 million to a loss of $268.7 million. The self-sustaining 
percentage for these corporations remained relatively stable at 21 percent in 1996/97 
compared to previous years. 


In response to decreased appropriations for programming purposes and in anticipation of 
future decreases in appropriations, Crown corporations in the Canadian Heritage portfolio 
are streamlining their operations and management structures. They are also pursuing 
alternative funding sources, including fundraising, sponsorship and commercial 
operations. For example, Telefilm’s 1996-97 Action Plan — a large-scale overhaul of the 
corporation’s programs, activities and operating procedures — resulted in a 25-percent 
reduction in its administrative expenses. In another case, the National Museum of Science 
and Technology has attempted to generate an increasing proportion of its operating 
budget from admissions, the sale of its products and services, and through sponsorships 
and donations. 
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Bank of Canada 


Finance Canada Deposit Insurance 






The Minister of Finance is responsible for four Corporation 
Crown corporations. The Bank of Canada is the Canada Development Investment 
largest corporation in this group. It formulates and Corporation 





implements monetary policy in Canada, and acts as 
the government’s fiscal agent. The other Crown 
corporations in the Finance portfolio provide a variety of services ranging from deposit 
insurance to financial management. 


Petro-Canada Limited 





In 1996/97, these corporations had a total of 1,691 employees, of whom 1,600 were 
employed by the Bank of Canada. Crown corporations in the Finance portfolio received 
no budgetary appropriations during the year. Net income for these corporations, 
excluding the Bank of Canada, fell from $473 million in 1995/96 to $142 million in 
1996/97. The Canada Deposit Insurance Corporation accounted for 97 percent of this 
decline. Total dividends paid to Canada amounted to $31.3 million in 1996/97, compared 
to $10 million in the previous year. These were paid by the Canada Development 
Investment Corporation. 


Fisheries and Oceans 

The Freshwater Fish Marketing Corporation is the only Crown corporation in the 
Fisheries and Oceans portfolio. The corporation had 32 employees in 1996/97 and 
operates on a self-sustaining basis. Profits at the end of the year are distributed to its 
client fishers. 


The corporation reported that the fish products it markets are facing increased 
competition from within and outside the fish and seafood industry. Nonetheless, it is 
encouraged by the gains it has made in new markets in Eastern Europe and elsewhere. 


Foreign Affairs 

The International Development Research Centre (IDRC) is the only Crown corporation in 
the Foreign Affairs portfolio. In 1996/97, IDRC had 357 employees — a reduction of 66 
from the previous year. In 1996/97, it received $97.5 million in budgetary appropriations. 
Of this, IDRC disbursed $83.7 million for development-research activities. Its self- 
sustaining percentage was 20 percent. 


The corporation has signalled a change in direction to respond to the challenges of 
development in the information age. Specifically, its approach to the problems associated 
with global poverty will be multidisciplinary rather than focused on the traditional lines 
of scientific enquiry. 


Business Development 





Industry 






C Stee ial foli Bank of Canada 
se EOL Ror auian® mnt ; f A y ome a Enterprise Cape Breton 
conduct activities ranging rom ftinancla Corporation 





intermediation to the promotion of Standards Council of Canada 
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standardization. Regional development is another area of Crown corporation 
involvement. As well, the Minister of Industry is responsible for all three of Canada’s 
non-corporate regional development agencies. These are the Atlantic Canada 
Opportunities Agency (ACOA); the Federal Office of Regional Development (Quebec) 
[FORD-Q]; and Western Economic Diversification (WED). 


In 1996/97, the three Crown corporations in this portfolio had a total of 1,185 employees 
— 90 percent of whom were employed by the Business Development Bank of Canada 
(BDC). The Enterprise Cape Breton Corporation received $14.7 million of the 

$26.8 million in budgetary appropriations paid to these three corporations. 


In 1996/97, all Crown corporations in this portfolio showed an improvement in net 
income over the previous year. Total dividends paid to Canada during 1996/97 amounted 
to $3.4 million — all of which were paid by BDC. 


In April 1996, the Senate Standing Committee on Banking, Trade and Commerce issued 
a report entitled Crown Financial Institutions. This report examined the issue of how the 
federal government’s financial institutions — the Export Development Corporation, the 
Canadian Commercial Corporation, the Business Development Bank of Canada and the 
Farm Credit Corporation — function in relation to the private sector and to one another. 
The Committee also looked at the operations of ACOA, FORD-Q and WED. 


In responding to the Senate Committee in July 1996, the Minister of Industry stated that, 
over the past year, the organizations had undergone a series of changes designed to 
improve client service and reduce duplication and overlap. To ensure continued progress, 
the minister announced the creation of a Council of Crown Financial Institutions (CFIs) 
consisting of the chairs and chief executive officers of the CFIs and deputy ministers 
concerned. 


International Trade 


In 1996/97, the Canadian Commercial 
Corporation (CCC) received 

$10.9 million in budgetary appropriations. 
The Export Development Corporation 
(EDC) was financially self-sufficient. During the year, these corporations employed a 
total of 692 employees — of whom 602 were employed by EDC. Both corporations 
showed an improvement in net income in 1996/97, with EDC accounting for 97 percent 
of the $70.3 million increase over that in 1995/96. 






Canadian Commercial Corporation e 
Export Development Corporation __ 





The roles of the two corporations in promoting Canadian exports differ. In its dealings 
with foreign governments and international agencies, CCC facilitates sales by assuming 
the role of the prime contractor. EDC’s role is to reduce the financial risk to Canadian 
exporters by providing credit insurance, loans, guarantees and other financial services. 


20 Overview of the Portfolio | 














Natural Resources and The Canadian Wheat Board 


During the period in review, The Canadian Wheat Board was added to this portfolio 
when the former Minister of Agriculture and Agri-Food became the Minister of Natural 
Resources. These three corporations had 
a total of 6,023 employees, 61 percent 
of whom were employed by Atomic 
Energy of Canada Limited (AECL). 
There was a significant increase in 
budgetary appropriations — from $174.6 million in 1995/96 to $241 million in 1996/97. 
This increase resulted from $23 million in restructuring costs at AECL and a 

$43.5 million repayable appropriation to the Cape Breton Development Corporation 
(Devco). 


Atomic Energy of Canada Limited 
Canadian Wheat Board, The 
Cape Breton Development Corporation 






Some of the challenges that the Canadian grain industry will be facing in the future 
include biotechnology in plant breeding, contract registration, the changing role of 
technology, rapidly evolving marketing and delivery practices, and a reduction in the 
number of primary elevators in Canada. In addition, Bill C-4, which proposes 
amendments to the Canadian Wheat Board Act, has direct implications for The Canadian 
Wheat Board and its clients. 


AECL and Devco both reported progress in the area of environmental management. 
AECL’s Environmental Protection Program was formally adopted, and Devco began 
developing its Environmental Management System, which will address issues such as 
organizational structure, planning activities, and practices and resources necessary to 
implement and maintain environmental policies. Both of these systems are based on the 
environmental management standards of the International Organization for 
Standardization. 


The Special Committee of the Senate on the Cape Breton Development Corporation has 
been mandated to examine Devco’s annual report, corporate plan and progress reports. 
The committee is to submit its final report no later than December 15, 1997. 


Public Works and Government Services 

The Public Works and Government Services portfolio includes Crown corporations that 
perform a number of different functions ranging from contract management to the 
minting of coins. The two largest Crown 
corporations in this portfolio are the 
Canada Mortgage and Housing 
Corporation (CMHC) and the Canada 
Post Corporation. 


In 1996/97, the seven Crown 
corporations in this portfolio had a total 
of 47,529 employees, of whom 43,83 1 
were employed by Canada Post. The 





Canada Lands Company Limited 
Canada Mortgage and Housing 
Corporation 

Canada Post Corporation 
Defence Construction (1951) Limited 
Old Port of Montreal Corporation Inc. 
Queens Quay West Land Corporation 
Royal Canadian Mint 
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latter represents 58 percent of all Crown corporation employees. 


Budgetary appropriations for the Crown corporations in this portfolio totalled $2 billion. 
Of this amount, CMHC received $1.97 billion or 45 percent of all budgetary 
appropriations to Crown corporations. Of this amount, $1.87 billion was dedicated to the 
corporation’s continuing responsibility for federal social housing funding. CMHC fulfils 
this part of its mandate by participating in assisted housing initiatives on behalf of the 
federal government. Another part of the corporation’s role is to provide mortgage loan 
insurance, mortgage-backed securities and mortgage rate protection. 


The Crown corporations in the Public Works and Government Services portfolio showed 
a significant improvement in net income in 1996/97 — to $130 million from $105 million 
in the previous year. Of the group, Canada Post reported the largest increase in net 
income — from $28.2 million to $112.5 million. Total dividends paid by these Crown 
corporations to Canada amounted to $33.8 million in 1996/97, of which approximately 
one third each was paid by three corporations — Canada Lands Company Limited, 
CMHC’s Administered Funds and Canada Post. 


Transport 


The Minister of Transport is responsible for more Crown corporations than any other 


minister. The 15 parent Crown 
corporations in this portfolio include the 
port corporations, the pilotage authorities, 
and the rail and marine corporations. This 
portfolio also includes two wholly owned 
subsidiaries, The Jacques Cartier and 
Champlain Bridges Inc. and The Seaway 
International Bridge Corporation, Ltd., 
whose financial results are not 
consolidated with their parent 
corporation. 


In 1996/97, the corporations had a total of 
7,270 employees, or 9.7 percent of all 
Crown corporation employees. 
Appropriations to these corporations 
totalled nearly $384 million in 1996/97 — 





Atlantic Pilotage Authority 

Canada Ports Corporation 

Great Lakes Pilotage Authority, Ltd. 
Halifax Port Corporation 
Laurentian Pilotage Authority 
Marine Atlantic Inc. 

Montreal Port Corporation 

Pacific Pilotage Authority 


Port of Quebec Corporation 

Prince Rupert Port Corporation _ 

Saint John Port Corporation _ 

St. John’s Port Corporation . 
St. Lawrence Seaway Authority, The 
Vancouver Port Corporation  —_s 
VIA Rail Canada Inc. 


a decrease of 9.5 percent from the previous year. Total dividends paid to Canada during 
the year amounted to $6.2 million, of which 92 percent was received from the Vancouver 


and Montreal port corporations. 


Crown corporations in the Transport portfolio have become increasingly self-sufficient 
over the past five years. In 1996/97, they had a self-sustaining percentage of 74 percent 
compared to 57 percent in 1992/93. Total 1996/97 losses for these Crown corporations 
amounted to $140.7 million. Marine Atlantic Inc. and VIA Rail Canada Inc. reported net 
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losses of $75 million and $70 million respectively. In addition, The Jacques Cartier and 
Champlain Bridges Inc. reported a net loss of $28.7 million. These losses were offset by 
net incomes for most of the other transport-related Crown corporations. 


Since 1989, VIA Rail has increased its operating cost recovery to 47 percent and reduced 
its total government funding requirements to $245 million. This has been accomplished 
through cost cutting, a continuing program of staff reduction and renegotiation of labour 
agreements, plus modest gains in revenues. Between 1992 and 1996, VIA Rail’s funding 
has declined by $143.7 million. A further $29 million reduction is planned for 1997/98. 


VIA Rail is under continuing pressure to reduce its dependence on government payments 
and to recover more from fares. Much of its equipment is old and, although it has been 
refurbished, will require replacing. 


In 1996/97, Crown corporations operating in the marine transport sector received 

$110.5 million in budgetary appropriations and had 4,210 employees, compared to 4,237 
employees in 1995/96. With the exception of the Great Lakes Pilotage Authority, Ltd., 
Marine Atlantic Inc., The St. Lawrence Seaway Authority and the Vancouver Port 
Corporation, all corporations in the marine sector showed an improvement in net income 
over 1995/96. 


In 1996/97, the government forgave approximately $23 million in federal debt owed by 
port corporations. Of this, $5 million was for the Prince Rupert Port Corporation and 
approximately $18 million was for the Saint John Port Corporation. The latter was 
complemented by $19 million in debt forgiveness by the province of New Brunswick for 
a total of $37 million to ensure the corporation’s financeability when converted to a 
Canada Port Authority’. The federal government also forgave $6.3 million in federal debt 
owed by the Canada Ports Corporation’s (CPC) Interport Loan Fund, which was an 
amount equal to the forgiveness by CPC of Port of Quebec Corporation loans. 


Bill C-9, the Canada Marine Act, proposes major changes for Crown corporations 
operating in the marine sector. These were discussed earlier in the section entitled 
Corporate Environment and are noted in the Corporate Abstracts. 


' A new corporate structure for the local port corporations contained in the proposed Canada Marine Act. 
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Exhibit 9: Employment and Financial Position Grouped by Ministerial Portfolio 
(as of year ends before July 31, 1997; $ million) 


Corporation by Ministerial Portfolio 


Canadian Dairy Commission 
Farm Credit Corporation 
Total Agriculture and Agri-Food 


Canada Council 
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Canadian Museum of Nature 
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Freshwater Fish Marketing Corporation 
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International Development Research Centre 
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1,419.4 533.7 1,960.0 (1,074.2) 1,691 
20.1 16.0 0.0 4.2 32 
20.1 16.0 0.0 4.2 32 
PERS) S32 10.9 92 357 
53.5 33:2 10.9 9:2 Sey 


4,029.8 1,314.0 2,248.1 467.6 1,066 
7.0 2.5 0.4 4.1 47 
4.2 1.8 0.1 2.4 1 
4,041.0 1,318.3 2,248.6 474.0 1,185 


250.5 231.6 1.6 17.3 90 
9,706.0 1,981.0 6,308.0 1,417.0 602 
9,956.5 2,212.6 6,309.6 1,434.3 692 


' Financial data for the Bank of Canada are excluded from the table due to the unique nature of its operations. 
The corresponding data are available in the corporation's corporate abstract. 
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Exhibit 9: Employment and Financial Position Grouped by Ministerial Portfolio 
(as of year ends before July 31, 1997; $ million) [cont’d] 


Financial Position 


Total Current Long-term Employ- 
Corporation by Ministerial Portfolio Assets Liabilities Liabilities Equity ment 
Atomic Energy of Canada Limited 1,040.5 eel 290.8 458.1 3675 
Canadian Wheat Board, The (CWB) 8,281.2 1,818.7 6,462.5 0.0 454 
Cape Breton Development Corporation 22.0 48.1 126.1 78.4 1,894 
Total Natural Resources and CWB 9,574.3 2,158.5 6,879.4 536.5 6,023 
Canada Lands Company Limited 403.8 a5 148.7 249.6 325 
Canada Lands (Vieux Port de Québec) Inc.” 0.5 0.3 0.0 0.2 0 
Canada Museums Construction Corporation Inc. 0.0 Ors 0.0 (0.3) 0 
Canada Mortgage and Housing Corporation 2,565 
Administered Funds 2,548.2 16.9 2,483.6 47.6 
Corporate Account 15,098.0 1,940.2 [Selo 28.6 
Minister's Account 0.0 0.0 0.0 0.0 
Canada Post Corporation DIZ 901.3 695-1. LIZS 7) 43,831 
Defence Construction (1951) Limited 4.0 Le 1.9 0.5 | 
Old Port of Montreal Corporation Inc. 1.4 1.0 0.4 0.0 ihe 
Queens Quay West Land Corporation 3.0 129 45.8 (44.7) 0 
Royal Canadian Mint 85.5 Ton See 60.8 510 
Total Public Works and Government Services 20,870.2 2,888.3 16,510.8 1,471.1 47,529 
Atlantic Pilotage Authority 2.6 0.8 0.7 tal 70 
Canada Ports Corporation ZA A6 2221 Zed 12.1 rapye) 
Great Lakes Pilotage Authority, Ltd. 10.5 4.2 23 4.0 78 
Halifax Port Corporation 74.7 Shi) 0.7 68.2 65 
Laurentian Pilotage Authority Wi) 10.1 3.0 (1.6) PANG! 
Marine Atlantic Inc. 326.1 98.5 Sul. (S720) eee eON 
Montreal Port Corporation 250,9 12.8 6.8 21-9 535 
Pacific Pilotage Authority 5.8 2.8 0.7 ZS 167 
Port of Quebec Corporation 61.9 ORS 0.6 Sep om 
Prince Rupert Port Corporation 1128 Eo 9.6 100.7 Ig) 
Saint John Port Corporation 69.5 ae 0.4 63.9 36 
St. John's Port Corporation 176 0.6 02 16.7 13 
St. Lawrence Seaway Authority, The 609.8 18.0 1357 578.2 711 
Jacques Cartier & Champlain Bridges Inc.” 16.3 a3 Os 12.6 42 
Seaway International Bridge Corp. Ltd? 2:2 0.5 leg 0.0 18 
Vancouver Port Corporation 533.7 39.4 13333 361.0 180 
VIA Rail Canada Inc. ALD 84.8 36.7 59120 3,000 
Total Transport 3,089.5 313.1 763.2 2,013.1 7,270 
Grand Total 56,661.2 11,612.1 38,358.8 6,756.3 75,074 


* Four wholly owned subsidiaries have been added to the table because their financial affairs are not consolidated with their parent 
Crown corporation. 

> The Old Port of Montreal Corporation Inc., a wholly owned subsidiary of the Canada Lands Company Limited, has been directed by 
Order in Council (P.C. 1987-86) to report as if it were a parent Crown corporation. 
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Exhibit 10: Operating Results and Financing Grouped by Ministerial Portfolio 
(as of year ends before July 31, 1997; $ million) 








Financing 
Operating Changes to 
Results Net Borrowings 
Net Private Budgetary 

Corporation by Ministerial Portfolio Income Sector Canada Appropriations Dividends 
Canadian Dairy Commission 12.4 (31.7) De) 187.6 0.0 
Farm Credit Corporation 40.6 754.4 (98.7) 0.0 22). 
Total Agriculture and Agri-Food 53.0 Ta (92.8) 187.6 Pa 
Canada Council 45.7 0.0 0.0 91.1 0.0 
Canadian Broadcasting Corporation (23.0) (6.8) 0.0 997.1 0.0 
Canadian Film Development Corporation (136.4) 0.0 0.0 92.4 0.0 
Canadian Museum of Civilization (45.4) 0.0 0.0 44.2 0.0 
Canadian Museum of Nature (27.8) 37.4 0.0 DI 0.0 
Canadian Race Relations Foundation . - - - - 

National Arts Centre Corporation (19.5) (0.3) 0.0 20.6 0.0 
National Capital Commission (14.5) 0.0 0.0 84.2 0.0 
National Gallery of Canada (28.4) 0.0 0.0 29.8 0.0 
National Museum of Science and Technology (19.5) 0.0 0.0 19.7 0.0 
Total Canadian Heritage (268.7) 30.3 0.0 1,406.4 0.0 
Bank of Canada! = 2 : E a 

Canada Deposit Insurance Corporation 124.8 0.0 (1,640.1) 0.0 0.0 
Canada Development Investment Corporation 16.2 0.0 0.0 0.0 B13 
Petro-Canada Limited 1.0 (70.0) 0.0 0.0 0.0 
Total Finance 142.0 (70.0) (1,640.1) 0.0 31.3 
Freshwater Fish Marketing Corporation 0.0 (0.4) 0.0 0.0 0.0 
Total Fisheries and Oceans 0.0 (0.4) 0.0 0.0 0.0 
International Development Research Centre Dl 0.0 0.0 97.5 0.0 
Total Foreign Affairs 2.1 0.0 0.0 97.5 0.0 
Business Development Bank of Canada 50.7 8255) 0.0 6.9 3.4 
Enterprise Cape Breton Corporation (13.4) 0.0 0.0 14.7 0.0 
Standards Council of Canada 0.2 0.0 0.0 See 0.0 
Total Industry Sis 328.5 0.0 26.8 3.4 

Canadian Commercial Corporation 0.6 0.0 0.0 10.9 0.0 


Export Development Corporation 112.0 78.0 0.0 0.0 0.0 
Total International Trade 112.6 78.0 0.0 10.9 0.0 


' Financial data for the Bank of Canada are excluded from the table due to the unique nature of its operations. The corresponding data are 
available in the corporation’s corporate abstract. 
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Exhibit 10: Operating Results and Financing Grouped by Ministerial Portfolio 
(as of year ends before July 31, 1997; $ million) [cont’d] 


Financing 
Operating Changes to 
Results Net Borrowings 
Net Private Budgetary 

Corporation by Ministerial Portfolio Income Sector Canada Appropriations Dividends 
Atomic Energy of Canada Ltd. 15.4 (22) (1.4) 197.5 0.0 
Canadian Wheat Board, The (CWB) 0.0 475.0 0.0 0.0 0.0 
Cape Breton Development Corporation (30.1) 0.0 28.5 43.5 0.0 
Total Natural Resources and CWB (14.8) 472.8 Page| 241.0 0.0 
Canada Lands Company Ltd. 10.4 (21.1) 36.2 0.0 10.9 

Canada Lands (Vieux Port de Québec) Inc. 0.0 0.0 0.0 0.0 0.0 

Canada Museums Construction Corporation Inc.” 0.6 0.0 0.0 0.0 0.0 
Canada Mortgage and Housing Corporation - - - - - 

Administered Funds 16.6 0.0 (G53) 0.0 12.9 

Corporate Account (6.6) 1,605.6 (394.2) 0.0 0.0 

Minister's Account 0.0 0.0 0.0 1,968.1 0.0 
Canada Post Corporation 112.5 (23.4) 0.0 14.0 10.0 
Defence Construction (1951) Limited 0.7 0.0 0.0 17.6 0.0 
Old Port of Montreal Corporation Inc.° (3.5) 0.0 0.0 3.8 0.0 
Queens Quay West Land Corporation (2.2) 0.0 0.0 6.7 0.0 
Royal Canadian Mint 11.5) (6.4) (0.1) 0.0 0.0 
Total Public Works and Gov't. Services 130.0 1,554.8 (371.4) 2,010.2 33.8 
Atlantic Pilotage Authority 0.6 0.0 0.0 0.0 0.0 
Canada Ports Corporation 13.2 (8.0) (0.1) 1.0 0.3 
Great Lakes Pilotage Authority, Ltd. 1.0 0.0 0.0 0.0 0.0 
Halifax Port Corporation Srl 0.0 0.0 0.0 0.2 
Laurentian Pilotage Authority (2.8) 3.9 0.0 OM 0.0 
Marine Atlantic Inc. (75.3) 0.0 0.0 85.7 0.0 
Montreal Port Corporation 11.8 0.0 (0.6) 0.0 2.4 
Pacific Pilotage Authority 0.2 0.0 0.0 0.0 0.0 
Port of Quebec Corporation 0.5 0.0 0.0 0.0 0.0 
Prince Rupert Port Corporation 0.7 0.0 (33) 5.0 0.0 
Saint John Port Corporation DA (9m) (18.1) 18.1 0.0 
St. John's Port Corporation 0.6 0.0 0.0 0.0 0.0 
St. Lawrence Seaway Authority, The 2a) 0.0 0.0 0.0 0.0 

The Jacques Cartier & Champlain Bridges Inc.” (28.7) 0.0 0.0 27.8 0.0 

The Seaway International Bridge Corp. Ltd.” 0.0 0.0 0.0 0.0 0.0 
Vancouver Port Corporation (0.5) 91.6 (0.4) 0.0 Bra 
VIA Rail Canada Inc. (70.1) 0.0 0.0 QA5.2. 0.0 
Total Transport (140.7) 67.9 (24.4) 383.5 6.2 
Grand Total 53.1 3,184.5 (2,101.7) 4,363.9 77.4 


> Four wholly owned subsidiaries have been added to the table because their financial affairs are not consolidated with their 
parent Crown corporation. 

* The Old Port of Montreal Corporation Inc., a wholly owned subsidiary of the Canada Lands Company Limited, has been directed by 
Order in Council (P.C. 1987-86) to report as if it were a parent Crown corporation. 
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CORPORATE ABSTRACTS 


INTRODUCTION 


The corporate abstracts are intended to 
provide readers with an overview of each 
parent Crown corporation, including its 
public policy mandate, the nature of its 
activities, its performance and corporate 
strategies. Readers wishing to obtain further 
information about a particular corporation 
and its activities should contact the 
corporation at the address or telephone 
number provided. 


The abstract for each corporation begins by 
identifying the key individuals responsible 
for the management and accountability of 
the corporation, including the appropriate 
minister, the chairperson of the board of 
directors, the chief executive officer and the 
external auditors. Also provided are the 
corporation’s head office address and 
telephone and facsimile numbers, as well as 
its web site where one exists. 


This section also identifies the legislative 
authority under which the corporation was 
incorporated and its scheduling under the 
Financial Administration Act. In addition, 
information is provided on whether or not 
the corporation is an agent of Her Majesty. 
A corporation that has agency status enjoys 
the immunities, privileges and prerogatives 
that are enjoyed by the Crown and can bind 
the Crown by its acts. 


Sources for this information include the 
corporation's most recently tabled annual 
report, as well as its corporate plan and 
budget summaries covering the previous 
financial year and those covering the current 
planning period. 
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CORPORATE ABSTRACTS 


The details include the following: 


Mandate and Background 
This part explains the reasons for the corporation’s establishment and describes the broad 
policy objectives that guide the corporation’s direction. 


Products and Services 
Each abstract describes the corporation’s operations and the main activities that it 
performs in furtherance of its mandate. 


Corporate Highlights 

This part outlines the key milestones reached by the corporation during the period. The 
information may relate to special projects that had been undertaken, the realization of 
financial targets, or new challenges faced by the corporation as a result of market 
pressures or changes in the legislative and regulatory framework. 


Performance 
This part presents information on the corporation's performance — both financial and non- 
financial. 


Corporate Objectives for the Next Planning Period 

This part contains a brief overview of the corporation’s objectives for the following 
planning period. The information may include the corporation’s financial priorities as 
well as other strategic considerations, such as issues relating to marketing, the 
management of human and material resources, and adaptability to technological change. 


SUMMARY INFORMATION 


The financial summary provides five years of comparative financial information 
showing the corporation's financial position, its operational performance, and the funding 
received from and payments to Canada. Some of the summary information tables in this 
document may contain figures that appear to be calculated incorrectly. Readers are 
advised that, to ensure the greatest possible accuracy, all calculations are based on actual 
figures that are linked in a computer data base. In the summary information tables, 
however, figures have been rounded. In some tables, the use of rounded rather than actual 
figures may give the appearance of discrepancy. 


Where Crown corporations have re-stated financial data from previous years, readers 
should be aware that the tables in this report reflect only those changes that are intended 
to correct errors from previous years. These tables do not reflect amendments made as a 
result of changes in corporations’ accounting policies that have been applied retroactively 
to financial statements from previous years. 
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A five-year employment history is also provided. In addition, performance indicators 
are provided where they have been included in the annual report of the corporation 
concerned. 


GLOSSARY OF FINANCIAL AND EMPLOYMENT TERMS USED IN 
THIS REPORT 


Financial Position 


Total assets: represents all assets reported by the corporation in its audited financial 
statements. 


Loans from private sector: includes short and long-term borrowings, capital leases and 
any other debt-like instruments. For the marketing boards (Canadian Dairy Commission, 
The Canadian Wheat Board and Freshwater Fish Marketing Corporation), loans may 
include payments accruing to farmers, dairy producers and fishers. 


Loans from Canada: includes short and long-term borrowings, advances from the 
Government of Canada for working capital or other purposes, and other debt-like 
instruments. 


Shareholder’s equity: represents the equity of Canada. For some corporations, the 
excess of assets over liabilities is not deemed to be equity of Canada because of the 
nature of their operations (i.e., marketing boards). 


Operations 

Revenues: includes revenues from all sources generated by the corporation. The amount 
includes income from commercial activities and interest income. It would also include 
the gain on sale of assets and parliamentary appropriations where these are specifically 
included in revenues by the corporation. 


Net income: represents the after-tax income, where applicable, and any extraordinary 
items. It includes parliamentary appropriations where the corporation has included these 
in the computation of net income. In some cases, net income is the “excess of 
parliamentary appropriations over cost of operations” or “excess of proceeds over 
expenditures.” A negative net income (1.e., a net loss) is shown in parentheses. 


Funding From Canada 

Budgetary: are parliamentary appropriations for capital and operating purposes. The 
amounts exclude grants and contributions paid to Crown corporations where they qualify 
as members of a general class of recipients. Budgetary appropriations increase the 
expenditures of Canada and thus have a direct impact on the amount of the government's 
surplus or deficit. 


Non-Budgetary (loans and investments): represents loans and ownership interests (1.e., 
contributed capital or share capital) invested by the Government of Canada during the 
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year. These loans and investments do not have an impact on the government’s 
expenditures as they are recorded as assets of Canada. At the end of the government’s 
fiscal year (March 31), a general provision for valuation is taken in the accounts of 
Canada on the entire stock of loans and investments to reflect estimated realizable value. 


Payments To Canada 


Loan repayments: are payments made during the year by the corporation to the 
Government of Canada on loans outstanding. 


Dividends: are dividends declared by the corporation during the fiscal year of the 
corporation. This figure includes cash recoveries by Canada (where applicable), and other 
types of payments or contributions made to Canada. Dividends may be paid by the 
corporation to the Government of Canada before or after the corporation's year end. 


Employment 

Presents the number of full-time employees obtained from sources such as an annual 
report, financial statements or a corporate plan and are as at the fiscal year end of the 
Crown corporation. The employment figure includes the full-time staff, and employees 
outside of Canada of the parent corporation and its wholly owned subsidiaries. The 
exceptions are data for the Canada Development Investment Corporation, which relate to 
the parent corporation only; and data for the four pilotage authorities, which include 
contract pilots. 
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ATLANTIC PILOTAGE AUTHORITY 


Chairperson.and Captain R. Anthony McGuinness 
Chief Executive Officer 


Purdy’s Wharf 

Suite 1402, Tower 1 

1959 Upper Water Street 
Halifax, Nova Scotia, B3J 3N2 
Telephone: (902) 426-2550 
Facsimile: (902) 426-4004 


Head Office 


Incorporation and Status | 1972 pursuant to the Pilotage Act (R.S.C. 1985, 
c. P-14); Schedule III, Part I of the Financial 
Administration Act; not an agent of Her Majesty. 





Appropriate Minister The Honourable David Collenette, P.C., M.P. 
Minister of Transport 





Auditor Auditor General of Canada 









Mandate and Background 

The Atlantic Pilotage Authority was created in 1972 to operate, maintain and administer a 
safe and efficient pilotage service within designated waters in and around the Atlantic 
provinces. 


Products and Services 

In addition to providing pilotage services, the authority with the approval of the Governor 
in Council makes regulations that prescribe the compulsory pilotage areas; the ship or 
classes of ships that are subject to compulsory pilotage; when compulsory pilotage may 
be waived; the tariff rates for pilotage; and the classes of licences and classes of pilotage 
certificates that may be issued. 


Of the 30 ports in the four Atlantic regions, 16 are compulsory pilotage areas. 


Corporate Highlights 
The Authority achieved its goal of financial self-sufficiency for the second consecutive 
year, ending 1996 with a net income of $636,000. 
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Transport Canada had advised the authority that, effective April 1, 1996, parliamentary 
appropriations would no longer be available to the authority to defray any cash operating 
losses. 


In accordance with the Guidelines for Corporate Governance in Crown Corporations 
and Other Public Enterprises, the authority reviews its policies regarding the stewardship 
of the authority and, where necessary, implements change. 


Performance 

Overall, total revenue increased by 5 percent from $7.6 million in 1995 to $8.0 million in 
1996. New tariffs for compulsory pilotage areas established at the beginning of 1996 
played a significant role in the increase in revenue. Cost control practices enabled the 
authority to maintain a consistent level of expenditure. Total expenses of $7.5 million in 
1996 were 0.61 percent lower than in 1995. 


In Nova Scotia, the Halifax operation experienced a positive return for the second straight 
year; however, Cape Breton, which combines Sydney, Bras d’Or and the Strait of Canso, 
suffered losses due to a decrease in traffic at both Sydney and the Strait of Canso. In New 
Brunswick, positive returns were achieved in Saint John and the Restigouche area while 
operating losses continued in the Miramichi area. In Newfoundland and Labrador, an 
overall positive return was achieved due to the new tariff. 


The authority reported 8,576 pilotage assignments. Of these, 8,561 were without incident. 


Corporate Objectives for the Next Planning Period 
The authority will continue to pursue its efforts to minimize cross-subsidization among 
areas and, eventually, among ports. 


The 1997 tariffs will remain at the same level as in 1996. 


The authority is proceeding with the modernization of its pilotage administrative systems 
and providing the necessary support for the development of a Pilot Interface Project. The 
latter is a PC-based tool for simulating large ship behaviour in restricted waterways. 
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1996 1995 1994 1993 1992 





FINANCIAL SUMMARY (§ million); financial year ending December 31 
Financial Position 











Total assets 26 1.8 1.8 1.8 2.4 
Loans from private sector 0.0 0.0 0.1 0.2 0.3 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 1 0.5 0.4 0.2 0.7 
Operations 
Revenues 8.0 7.6 6.9 6.9 6.5 
Net income 0.6 0.1 (0.7) (0.8) (5) 
Funding from Canada 
Budgetary 0.0 0.0 0.9 0.3 1.8 
Change in budgetary funding -100% -95% 189% -83% - 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 70 70 (By TE 1p 
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ATOMIC ENERGY OF CANADA LIMITED 


Chairperson 


President and 
Chief Executive Officer 


Head Office 


Incorporation and Status 


Appropriate Minister 


Auditor 


Robert F. Nixon 


Reid Morden 


Minto Place 

18th Floor 

344 Slater Street 

Ottawa, Ontario, KIA 0S4 
Telephone: (613) 237-3270 
Facsimile: (613) 563-9499 
Web Site: http://www.aecl.ca 


February 14, 1952 under Part I of the Canada 
Corporations Act; continued July 8, 1977 under a 
certificate, amended July 15, 1982, under the Canada 
Business Corporations Act; Schedule III, Part I of the 
Financial Administration Act; an agent of Her Majesty. 


The Honourable Ralph E. Goodale, P.C., M.P. 
Minister of Natural Resources and Minister Responsible 
for The Canadian Wheat Board 


Auditor General of Canada 
Ernst & Young 





Mandate and Background 

Atomic Energy of Canada Limited (AECL) was established in 1952 to undertake research 
into atomic energy, as well as prepare and develop its commercial applications. AECL 
operates research and development laboratories at Chalk River, Ontario and at Pinawa, 
Manitoba, as well as business, engineering and design offices in Ottawa, Toronto and 


Montreal. 
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Products and Services 


AECL develops, markets and manages the construction of CANDU power reactors and 
MAPLE research reactors. The CANDU reactor supplies one fifth of Canada’s electricity 
and is an important component of energy programs on four continents. 


Corporate Highlights 

The Board of Directors has established a Committee on Corporate Governance, and has 
approved guidelines that will be the foundation of AECL’s corporate governance policies 
and procedures. 


In December 1996, the government announced a plan to commercialize AECL's 
Whiteshell Laboratories at Pinawa, Manitoba. In June 1996, the Whiteshell Task Force, 
which had been appointed by the federal government to find additional and alternative 
uses for the Whiteshell site, recommended that AECL’s non-CANDU programs at 
Whiteshell be privatized. 


In November 1996, two CANDU 6 reactors were sold to China, bringing AECL closer to 
achieving its goal of selling 10 CANDU reactors in 10 years. The sale was initiated by 
the November 1994 Team Canada Trade mission to China, where Canada's Prime 
Minister and China's Premier signed the first Nuclear Co-operation Agreement. 


AECL continued to support Canada’s position on the world stage as a proponent of peace 
and nuclear disarmament, and as a force dedicated to enhancing nuclear safety and 
safeguards. For instance, AECL has worked closely with Ontario Hydro in assessing the 
feasibility of MOX (mixed oxide fuel) for CANDU reactors. The CANDU MOX 
proposal includes the possibility of involving Russia, as part of a trilateral program to 
have both American and Russian surplus weapons plutonium burned in Canadian reactors 
under international supervision. 


During the period in review, the corporation completed a master infrastructure 
refurbishment plan. This will include immediate efforts to improve the energy efficiency 
of AECL buildings as well as a long-term strategy to replace and refurbish major 
facilities to meet business needs over a 10-year period. 


Another milestone was the adoption of the AECL Environmental Protection Program, 
which encompasses the environmental aspects of the corporation’s Canadian operations. 
This program is based on the environmental management standards of the International 
Organization for Standardization. 


Performance 

The corporation’s financial results continued to reflect management’s focus on the 
commercial business sector, along with Program Review actions aimed at maintaining a 
sustainable financial position in the midst of government funding cutbacks. Operating 
profit from the commercial operations increased to $15 million from $10.7 million in the 
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previous year. After considering research net expenditures, Program Review costs, and 
the inclusion of interest and other income, net income for 1996/97 was $15.4 million 
compared with a net loss of $9.9 million the previous year. 


Cost of sales totalled $298 million, compared with $246.4 million in 1995/96 largely 
reflecting the higher level of project activities. Cost reduction measures and a focused 
marketing program led to a significant reduction in marketing and administrative 
expenses as a percentage of revenue, which decreased from 9 percent in 1995/96 to 

5 percent in 1996/97. 


The corporation’s research activities are funded primarily by federal appropriations, cost 
sharing with the Canadian utilities and commercial contributions. During 1996/97, a new 
multi-year cost-sharing arrangement was secured with the utilities covering research in 
support of the CANDU generating stations. Federal appropriations spent on nuclear 
research and development totalled $167.4 million, compared to $164.3 million in the 
previous year. As well, cost recoveries from third parties totalled $72.8 million, a 
reduction of $8.1 million from the previous year. This was due in large part to a reduction 
in utility support for the Nuclear Fuel Waste Management Program. 


Progress continued in the decommissioning program in a number of areas. A 
comprehensive plan was prepared for the decommissioning of all existing AECL nuclear 
facilities over a period of 100 years. Total expenditures for decommissioning were 

$11 million in 1996/97. 


Corporate Objectives for the Next Planning Period 

AECL is continuing to explore opportunities in key markets throughout the world. The 
corporation has been working toward having two CANDU 9 units included in Korea’s 
basic construction plan — the first opportunity to build a CANDU 9 reactor abroad. An 
invitation to bid for Turkey’s first nuclear power plant was issued in December 1996. 
AECL intends to table a competitive bid for two CANDU 6 units by September 1997. In 
Romania, the first CANDU 6 reactor at the Cernavoda site has been performing well, and 
work on Cernavoda Unit 2 is in progress. 


In an effort to support the marketing of CANDU technology, AECL played host to more 
than 200 visitors from different countries. Among the active markets seriously 
considering the nuclear option are Indonesia, the Philippines, Thailand and Vietnam, 
which are aiming to have nuclear power in place within the next 10 to 15 years. 
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1996/97 1995/96 1994/95 1993/94 1992/93 





FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 














Total assets 1,040.5 993.1 878.2 848.4 cls 
Loans from private sector 3.6 5.8 8.6 11.0 1S 
Loans from Canada 121 13.5 14.4 15.7 446.1 
Shareholder’s equity 458.1 464.2 474.1 466.9 605.7 
Operations 
Revenues 629.5 581.4 649.0 Od202 645.2 
Net Income 15.4 (9.9) UP (138.7) 10.1 
Funding from Canada 
Budgetary WEES 174.6 180.0 (VASES) 180.3 
Change in budgetary funding 13% -3% 4% 4% 2% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 1.4 0.9 1.4 430.3 Silt 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 3,675 3,881 3,943 4,287 4,431 
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BANK OF CANADA 


Governor Gordon G. Thiessen 


Head Office 234 Wellington Street 
Ottawa, Ontario, K1A 0G9 
Telephone: (613) 782-8111 
Facsimile: (613) 782-8655 
Web Site: http://www.bank-banque-canada.ca 


Incorporation and Status | 1934 by the Bank of Canada Act (R.S.C. 1985, c. B-2); 
acts as the fiscal agent of the Government of Canada; is 
exempt from Divisions I to IV of Part X of the Financial 
Administration Act. 


Appropriate Minister The Honourable Paul Martin, P.C., M.P. 
Minister of Finance 

Auditor Caron Bélanger Ernst & Young 
Coopers & Lybrand 





Mandate and Background 


The Bank of Canada was created in 1934 as Canada’s central bank. It is responsible for 
the formulation and implementation of monetary policy in Canada and acts as the 
government’s fiscal agent. The Bank has the sole right to issue paper currency for 
circulation in Canada. 


Products and Services 


The Bank of Canada’s primary functions can be grouped into the following four broad 
categories: 


* Monetary policy — monetary policy is concerned with managing the rate of monetary 
expansion in a way that is consistent with preserving the value of money. 


¢ Central banking services — the Bank carries out activities that support and oversee 
Canada’s principal systems for clearing and settling payments and other financial 
transactions. 


* Bank notes — the Bank is responsible for issuing bank notes in Canada. 
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+ Debt-management services — the Bank advises the government on matters relating to 
the public debt and is responsible for issuing debt; maintaining bond holder records; 
and making payments on behalf of the government for interest and debt redemption. 


Corporate Highlights 

Inflation remained within the Bank of Canada’s target range of 1 to 3 percent. The low 
rate of inflation contributed to a major easing in monetary conditions, and interest rates 
reached their lowest level in 30 years. 


The Bank enhanced the effectiveness and transparency of monetary policy by 
establishing a new method of setting the Bank Rate, issuing press releases explaining 
each change in the Bank Rate and initiating plans for the expansion of the Bank’s 
regional presence. 


In 1996, the $2 coin replaced the $2 note. This measure will generate annual savings of 
$7 million in production costs, plus further reductions in distribution and handling costs. 


Performance 


Low inflation, sounder public sector finances, and a healthier balance of payments have 
led to a significant drop in domestic interest rates. 


Parliament passed legislation giving the Bank formal responsibility for overseeing 
Canada’s key clearing and settlement systems. In addition, to reduce the systemic risks 
associated with the increasing values and volumes of transactions flowing through 
Canada’s clearing and settlement systems, the Bank is working closely with both private- 
and public-sector entities to address these risks. 


Total 1996 revenue was $1.6 billion, down from $2 billion in 1995. Revenue declined 
mainly because falling interest rates resulted in a lower average return on federal 
government securities. 


Total operating expenses for 1996 were about 3 percent lower than the 1995 level. 
Excluding the one-time expenses associated with a modification in the way the Bank 
accounts for staff benefits, these expenses fell by nearly $9 million, or 5 percent. This is 
about $30 million below the level recorded in 1994, which is the base year identified in 
the activity review for measuring progress on achieving efficiency gains. 


Corporate Objectives for the Next Planning Period 

The Bank will continue to conduct monetary policy in a way that fosters confidence in 
the value of money. This involves promoting the safety and soundness of Canada’s 
financial system, and supplying bank notes that are readily accepted without concerns 
about counterfeiting. 
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1996 1995 1994 1993 1992 
FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 
Total assets 30,584.4  30,200.6 30,049.7 29,045.1 27,441.6 
Liabilities: 
Deposits 1,318.9 1,164.5 1,286.0 1,602.0 1,739.0 
Notes in circulation 2910909 QR UO 28:328 4 202367, 2 25609.0 
Other 126.4 228.4 405.0 176.0 64.0 
Shareholder’s equity 30.0 30.0 30.0 30.0 30.0 
Operations 
Revenues 1,648.8 2,037.0 1,704.9 Love 2,007.3 
Expenses Palen 220.8 209.2 205.7 201.6 
Net revenue - paid to Canada 1,435.1 1,816.2 1,495.7 1,551.9 1,806.0 
EMPLOYMENT 1,600 1,968 2,066 2,083 2,128 
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BUSINESS DEVELOPMENT BANK OF CANADA 


Chairperson Patrick J. Lavelle 


President and Francois Beaudoin 
Chief Executive Officer 


Head Office BDC Building 
Suite 400 
5 Place Ville Marie 
Montreal, Quebec, H3B 5E7 
Telephone: (514) 283-5904 
Facsimile: (514) 283-7838 
Web Site: http://www.bdc.ca 


Incorporation and Status | 1974 by the Federal Business Development Bank Act 
(R.S.C. 1985, c. F-6) and continued by the Business 


Development Bank of Canada Act (S.C. 1995, chap. 28); 
Schedule II, Part I of the Financial Administration Act, 


an agent of Her Majesty. 





Appropriate Minister The Honourable John Manley, P.C., M.P. 
Minister of Industry 





Auditor Raymond, Chabot, Martin, Paré and the 
Auditor General of Canada 





Mandate and Background 

The Business Development Bank of Canada (BDC) was established in 1974 as the 
Federal Business Development Bank. Its mandate is to promote and assist in the 
establishment and development of business enterprises in Canada, especially small and 
medium-sized businesses, by providing a wide range of financial and management 
services. 


In July 1995, Parliament approved the new Business Development Bank of Canada Act, 
which expanded the mandate of the Bank, enabling it to respond more effectively to the 


needs of Canada’s small and medium-sized businesses. 
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Products and Services 

The Bank provides financial assistance to Canadian firms by acting as a complementary 
lender and a source for equity financing. The Bank offers financial services, venture 
capital and management support services. 


Corporate Highlights 

In light of its new mandate, the Bank has moved to strengthen its service offerings to 
meet the changing needs of its market. The Bank introduced a wide range of new 
products and services, including the first pan-Canadian seed capital for technology funds, 
a new financing program for exporters, and a program for youth business start-ups that 
combines financing with business management mentoring. The Bank also appointed an 
Aboriginal Banking Unit that focuses on increasing financing for aboriginal-owned small 
businesses. 


The improvement in the Bank’s profitability, together with the initiation of a five-year 
transformation plan for Management Services, led to the Bank’s decision to fund those 
services from internal resources. Consequently, effective September 1996, BDC no 
longer receives funding from the Government of Canada. 


The Bank declared a dividend of $3.4 million on its preferred shares, payable to the 
Government of Canada. 


The Bank noted that it considers effective corporate governance practices to be 
important, and it reported on the activities of its Governance Committee. 


Performance 

In 1996/97, the Bank met or exceeded all of its objectives. The Bank set out to increase 
financing of knowledge-based industries and exporters, without abandoning traditional 
sectors. The actual share of lending to these targeted businesses was 36 percent, or 

$418 million in new loans, surpassing its objective of 25 percent. New loans and 
guarantees authorized amounted to $1,156 million, representing a 14-percent increase in 
dollar volume over the previous year. 


The Bank reported a net income of $50.7 million for the year. This represents an increase 
of $19.1 million over the $31.6 million net income recorded in 1995/96. The higher net 
income resulted from increased net interest and investment income related largely to 
growth in the loans portfolio as well as higher interest spreads, combined with a 
successful year in Venture Capital Division divestitures. 


The Venture Capital Division experienced strong portfolio growth as well as earnings 
that were higher than normal. Divestitures and lower provision for losses contributed to 
the Division’s 9.8 percent return on equity, which was significantly higher than the 
corporate objective of 5.5 percent. 
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Loans Division operating and administrative expenses for 1996/97 were $104.4 million 
compared to $94.8 million (excluding reorganization charge) for the previous year. The 
Bank continued to improve both productivity and the quality of customer service while 
maintaining operating and administrative expenses within the target of 3 percent of the 
average portfolio. 


The Management Services Division increased revenues by 3.3 percent, recording total 
revenues of $19.8 million. The increase was attributable to an increase in the level of 
counselling activity. The Division continued to improve its cost-recovery rate, reaching 
61.5 percent in 1996/97, versus the corporate objective of 57.1 percent. 


Capital assets increased $3.9 million, mostly reflecting the Bank’s ongoing relocation of 
branch facilities to storefront locations to increase the visibility of the Bank. 


Corporate Objectives for the Next Planning Period 

The Bank will continue to promote and assist in the establishment and development of 
business enterprises in Canada by providing a wide range of financial and management 
services tailored to meet the current needs of those businesses. 





1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 








Total assets 4,029 3,603.4 3,145.7 30222 2,763.9 
Loans from private sector 3,448.1 319.6" 27706, “2,605.2, 24303 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 467.6 370.3 288.8 2196 2155 
Operations 
Revenues 362.7 376.6 328.7 55 ie 5223 
Net income 50.7 31.6 fe 4.1 (24.7) 
Funding from Canada 
Budgetary 6.9 14.1 14.2 lat 152 
Change in budgetary funding -51% -1% -6% -1% 0% 
Non budgetary (loans and investments) 50.0 50.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 3.4 0.0 0.0 0.0 0.0 
EMPLOYMENT 1,066 1,014 967 954 989 
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CANADA COUNCIL 


Chairperson Donna M. Scott 


Acting President and Joanne Morrow 
Chief Executive Officer 


Head Office 12th Floor 
350 Albert Street 
P.O. Box 1047 
Ottawa, Ontario, KIP 5V8 
Telephone: (613) 237-3400 
Facsimile: (613) 566-4390 
Web Site: http://www.canadacouncil.ca 


Incorporation and Status | 1957 by the Canada Council Act (R.S.C. 1995, c. C-2); 
exempt from Divisions I to IV of Part X of the Financial 
Administration Act; not an agent of Her Majesty. A 
charitable organization for the purposes of the Income 
Tax Act. 








Appropriate Minister The Honourable Sheila Copps, P.C., M.P. 
Minister of Canadian Heritage 


Auditor Auditor General of Canada 









Mandate and Background 
The Canada Council fosters and promotes the study, enjoyment and production of works 
in the arts. 


Products and Services 

The Canada Council provides grants to artists and arts organizations directly involved in 
the creation, production or distribution of the arts in Canada. In addition to its primary 
role in the arts, the Canada Council administers the Art Bank and an Endowment Fund 
with a principal amount of $50 million. The council administers the Killam Program of 
prizes and fellowships to scholars of exceptional ability, offers a number of prestigious 
prizes in the arts that have been established through private donations, and is responsible 
for the Public Lending Right program. 
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Finally, the Canada Council is responsible for the Canadian Commission for the United 
Nations Educational, Scientific and Cultural Organization (UNESCO), as well as for 
Canadian participation in various UNESCO activities abroad. 


Corporate Highlights 


As part of its Strategic Plan, the council set two major financial objectives: 1) to maintain 
the council’s budget of grants to artists and arts organizations; and 2) to reduce 
administrative costs by almost 50 percent. For the third year in a row, the grant budget 
remained the same even though the council’s parliamentary appropriation decreased. 


During the year, the council went through the second phase of the restructuring exercise 
that was initiated in 1995/96 with a renewed emphasis on creation, production and 
dissemination. The Arts Division was restructured, programs were streamlined and 
applications procedures were simplified. Some of the changes to programs included one 
deadline a year per program, and streamlined application forms for grants to individuals, 
projects and organizations. 


On March 19, 1997, a group of distinguished Canadian artists was invited to Ottawa to 
represent the arts community at Parliament’s special tribute to the Canada Council for the 
Arts for its 40th anniversary. 


Two initiatives for First Peoples artists were launched in the areas of theatre, writing and 
publishing: 1) First Peoples Words: Printed and Spoken, a program intended to foster 
long-term benefits to First Peoples writers, publishers and storytellers; and 2) Project 
Assistance for Infrastructure Support to First Peoples Theatre Organization. 


During the period in review, the council proceeded with the digitization of more than 
17,000 works of art by 2,500 Canadian contemporary artists. This resource will be 
available for research purposes and for use in promoting the rental of the Art Bank’s 
holdings. Other initiatives included a pilot program, Artists and the Communities, which 
is a partnership between various levels of government and the private sector, and the 
Fund for Future Generations, which is similar to a university alumni fund. The fund will 
provide support for artists embarking on their careers. 


Performance 

The council’s revenues were significantly lower in 1996/97 than in 1995/96. The 
parliamentary appropriations decreased almost 7 percent to $91.1 million. This was due 
primarily to the transfer of $3.1 million for the national training schools to the 
Department of Canadian Heritage, a reduction of $1.8 million as part of the government- 
wide cut to administrative spending, and a much smaller special appropriation to help 
defray the costs of restructuring. 


Administrative expenditures were reduced by 4.2 percent, mostly as a result of a smaller 
workforce and lower office accommodation costs. 
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Corporate Objectives for the Next Planning Period 


The Canada Council will continue to secure and provide stable funding and public 
recognition to professional artists and arts organizations so that they may continue to be a 


source of pride in the next century. 


FINANCIAL SUMMARY ($ million); financial year ending March 31 


Financial Position 

Assets - Endowment account 
- Special funds 

Loans from private sector 

Loans from Canada 

Shareholder’s equity 


Operations 

Revenues 

Outlays on grants, services and art 
Net income 


Funding from Canada 

Budgetary 

Change in budgetary funding 

Non budgetary (loans and investments) 
Payments to Canada 


Loan repayments 
Dividends 


EMPLOYMENT 
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1996/97 


200.3 
66.2 
0.0 
0.0 
252-1 


112.4 
88.4 
45.7 


| 
-5% 
0.0 


0.0 
0.0 


132 


1995/96 


168.2 
SSS) 
0.0 
0.0 
186.4 


We ie 
88.8 
12.0 


95.9 
-3% 
0.0 


0.0 
0.0 


161 


1994/95 


zy 


Canada Council 





1993/94 


155,9 
51.0 
0.0 
0.0 
aS 


113.3 
O22 
(1.3) 


ATS! 
-8% 
0.0 


0.0 
0.0 


230 





1992/93 


144.9 
49.5 
0.0 
0.0 
163.1 


1215 
100.8 
(0.7) 


108.0 
2% 
0.0 


0.0 
0.0 
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CANADA DEPOSIT INSURANCE CORPORATION 


Chairperson Grant L. Reuber 


President and Jean Pierre Sabourin 
Chief Executive Officer 


Head Office 17th Floor 
50 O’Connor Street 
P.O. Box 2340, Station D 
Ottawa, Ontario, KIP 5W5 
Telephone: (613) 996-208 1 
Facsimile: (613) 996-6095 
Web Site: http://www.cdic.ca 


Incorporation and Status | 1967 by the Canada Deposit Insurance Corporation Act 
ORES © 1985.10, - 3 RS C1985..c.18 2nd supp): 
S.C. 1992, c. 26); Schedule III, Part I of the Financial 
Administration Act; an agent of Her Majesty. 


Appropriate Minister The Honourable Paul Martin, P.C., M.P. 
Minister of Finance 





Auditor Auditor General of Canada 





Mandate and Background 

The Canada Deposit Insurance Corporation (CDIC) provides limited insurance for 
deposits with member institutions — 1.e., federal banks, trusts and loan companies, and 
approved provincial trust and loan companies. CDIC promotes standards of sound 
business and financial practices for member institutions. It also promotes and contributes 
to the stability of the Canadian financial system. 


Products and Services 

CDIC has two primary functions: Insurance and Risk Management, and Claims and 
Recoveries Insurance. Risk Management encompasses policy deployment, liaison with 
member organizations and regulators, risk assessment, return of insured deposits, by-laws 
and member interventions. Claims and Recoveries are accomplished through assisting 
with interventions, asset management, claims and payout management, depositor 
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correspondence and communication, litigation, and the supervision of agents and 
liquidators. 


Corporate Highlights 
A deposit insurance information by-law was enacted after extensive consultation with 
member institutions. This by-law will come into effect in 1998. 


Substantial progress was made in the development of a new by-law providing for 
differential deposit insurance premiums. CDIC hopes to enact the by-law in the coming 
fiscal year and apply it to premium assessments in April 1998. 


Performance 

For the period ending March 31, 1997, CDIC reported a net income of $124.8 million and 
an accumulated deficit of nearly $1.18 billion. Operating and capital expenses have 
remained unchanged for the past four years at approximately $14.5 million. 


CDIC changed its methodology for estimating the amount of the provision for insurance 
losses to reflect a market-based approach. As a result, the provision for insurance losses 
increased by $350 million. 


For the first ttme, CDIC presented and shared a risk management model with agencies of 
developing countries involved in deposit insurance and the supervision of financial 
institutions. The model is used to assess the viability of problem companies and the 
effectiveness of the institutions’ proposed solutions. 


During the year, the corporation worked to improve claims and recovery performance 
through various means. For example, it implemented a process of reviewing each 
liquidator’s performance, and introduced and applied standard estate performance 
measures. The corporation also developed an automated payment system to calculate and 
make deposit insurance payments. In addition, recovery incentive plans were developed. 
For the 1996/97 period, CDIC recovered $362 million from claims and loans. This 
performance brings the total recoveries since 1991 to approximately $5.6 billion. The 
following table highlights CDIC’s performance for the period. 

1996/97 | 1995/96 


1996/97 
Key Financial and Performance Indicators Actual | Actual 


Percent of operating costs to premiums 
Accumulated deficit ($ million) 
Loans from the Consolidated Revenue Fund ($ million) 
General provision for loss ($ million) 
Net loans and claims receivable ($ million) 
Provision for guarantees ($ million) er ee 
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Corporate Objectives for the Next Planning Period 


CDIC will continue its efforts to eliminate the deficit and borrowings from the 
Consolidated Revenue Fund. It will also aim to strengthen its capacity for risk 
assessment, reduce the risk of losses, and improve productivity and cost effectiveness. 
Other components of the corporation’s strategy include maintaining a fair and effective 
level of human resources, improving accounting and information systems, proposing and 
assessing public policies, and maintaining close liaison with government and industry. 





1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY (§$ million); financial year ending March 31 
Financial Position 








Total assets 847.4 1,208.9 ee? 2,387.6 2,885.2 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 1,640.1 2,174.4 Salil 3,715.2 
Shareholder’s equity (U76:2).5 1300). 7471), 5647-7)" —Cl.450:7) 
Operations 
Revenues 560.9 SPR) S1e7. 409.3 307.9 
Net income 124.8 446.2 (99.5) 3.0 (860.7) 
Funding from Canada 
Budgetary 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding - - - - - 
Non budgetary (loans and investments) 100.0 250.0 350.0 1,230.0 2OS:0 
Payments to Canada 
Loan repayments 872.0 783.0 1,341.0 1729.0 270.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 88 86 87 90 94 
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CANADA DEVELOPMENT INVESTMENT 


CORPORATION 
Chairperson Donald McQ. Shaver 
Head Office Aetna Tower 

Suite 3000 

P.O. Box 270 


Toronto, Ontario, MSK 1N2 
Telephone: (416) 864-0333 
Facsimile: (416) 864-0289 


Incorporation and Status | 1982 by the Canada Development Investment 
Corporation under the Canada Business Corporations 
Act. Letters patent, May 26, 1982; Schedule III, Part II 
of the Financial Administration Act; an agent of Her 
Majesty. 





Appropriate Minister The Honourable Paul Martin, P.C., M.P. 
Minister of Finance 








Auditor KPMG and the 
Auditor General of Canada 





Mandate and Background 

The Canada Development Investment Corporation was incorporated in 1982 to manage 
Crown corporations and investments assigned to it, and to privatize its holdings when 
appropriate. In January 1995, the government completed an assessment of the 
corporation’s future role. As a result, the corporation’s current mandate is to wind down 
its operations by divesting its assets and reducing its operating costs. 


Products and Services 

Canada Development Investment Corporation manages its wholly owned subsidiaries: 
Canada Eldor Inc., Theratronics International Limited and Canada Hibernia Holding 
Corporation. The latter manages the federal government’s 8.5-percent interest in the 
Hibernia Oil and Gas Offshore Development Project. 
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Canada Development Investment Corporation is also responsible for the administration of 
outstanding issues pursuant to prior divestitures, including the sale of the operating assets 
of Eldorado Nuclear Ltd. (now Canada Eldor Inc.), Canadair Limited and Nordion 
International Inc. These issues include certain waste contingencies and outstanding 
litigation. 


Corporate Highlights 


The 1996 Budget reaffirmed the government’s commitment to privatizing Theratronics 
and indicated that the sale would be initiated when the company’s operations warrant. 


In July 1996, the federal government announced its intention to negotiate, with the Town 
of Deep River, an agreement to construct a low-level radioactive waste disposal site in 
the town. Although discussions with the Town of Deep River may continue in 1997, the 
town has declared the initial agreement null and void, and it has withdrawn its offer to 
host the facility. 


In August 1996, the corporation’s 1,250,000 Class II convertible preferred shares in 
Varity were redeemed at $25 per share. The proceeds were paid by way of a dividend to 
Canada in October 1996. 


Performance 


The corporation made significant progress in divesting its assets and reducing its 
operating costs during 1996. The main achievements include the following: 


¢ The Cartierville Financial Corporation Inc. was dissolved as of June 1996; and 


- With respect to the Canadair sale agreement, all but one indemnity has expired. The 
remaining indemnity, which relates to insurance obligations, expires in 2001. 


During 1996, the corporation did not borrow from the federal government, nor did it 
receive any appropriations. Dividends paid by the corporation to the government during 
the year amounted to $31.25 million. 


Corporate Objectives for the Next Planning Period 

The corporation’s main objectives for 1997 are to continue to manage its investments and 
develop approaches to the divestiture of its remaining assets. The Board of Directors has 
taken actions to reduce operating costs to a minimum as soon as possible. These actions 
include the termination of all remaining employees in 1997. The board will continue to 
manage the corporation with the assistance of contractors. 
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1996 1995 1994 1993 1992 





FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 











Total assets 124.0 140.3 126.4 181.9 278.4 
Loans from private sector 0.0 0.0 0.0 461.7 584.3 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 98.9 114.0 98.3 (318.2) (357.8) 
Operations 
Revenues 4.7 S16, 6.2 14.4 5:3 
Net income oe Dei (21.8) (G27) (67.2) 
Funding from Canada 
Budgetary 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding - - - - - 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 31:3 10.0 10.0 Tey PES 
EMPLOYMENT 3 5) 8 9 9 
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CANADA LANDS COMPANY LIMITED 


Chairperson Jon K. Grant 


President and Erhard Buchholz 
Chief Executive Officer 


Head Office Suite 1500 
200 King Street West 
Toronto, Ontario, M5H 3T4 
Telephone: (416) 974-9700 
Facsimile: (416) 974-9661 
Web Site: http://www.cle.ca 


Incorporation and Status | 1956 by letters patent; reorganized under the Canada 
Business Corporations Act, September 19, 1977. 
Certificate of Continuance under the Canada Business 
Corporations Act, July 7, 1981; Schedule III, Part I of 
the Financial Administration Act; not an agent of Her 
Majesty. 





Appropriate Minister The Honourable Alfonso Gagliano, P.C., M.P. 
Minister of Public Works and Government Services 








Auditor Auditor General of Canada 





Mandate and Background 

Canada Lands Company Limited (Canada Lands) was reactivated in 1995, and has the 
mandate to dispose of surplus federal real properties in order to maximize value to the 
Canadian taxpayers. 


As part of the commercialization of the Canadian National Railway Company (CN), 

Canada Lands acquired, effective August 31, 1995, all of the shares of Canada Lands 
Company CLC Limited (CLC) and CN Tower Limited (CNT). Prior to that date, the 

corporation was inactive and had only nominal assets and share capital. 


Products and Services 


Canada Lands’ principal function is the orderly disposal of surplus federal real properties. 
Its secondary function is to manage certain strategic assets, such as the CN Tower and the 
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former CFB Downsview lands in Toronto. Its business activities are carried out through 
two wholly owned subsidiaries: CLC and CNT. The other active subsidiary is the Old 
Port of Montreal Corporation Inc. This subsidiary reports separately to Parliament and 
produces its own annual report. 


Corporate Highlights 

During the period in review, major sales included the company’s interest in the Midtown 
Plaza Shopping Centre in Saskatoon and the land lease for 800 René Levesque Boulevard 
in Montreal. 


In February, Canada Lands opened a project office on the decommissioned military base 
at Currie Barracks in Calgary. 


In the area of the environment, Canada Lands has been commended for a number of its 
activities, such as the application of sustainable development practices at its Glenlyon 
Business Park in Burnaby, British Columbia; for energy conservation at Toronto's CN 
Tower; and for a comprehensive environmental remediation program at its Kempt Road 
site in Halifax, Nova Scotia. 


Performance 

For the first full year of operations, Canada Lands had revenues of $226.8 million, a net 
income before tax of $20.2 million, and generated cash of $22.2 million before, 
distributions to the federal government. As the comparative period for 1995/96 comprised 
the first seven months of the corporation’s reactivated operations, it was to be expected 
that the 1996/97 results would show considerable improvement. 


During the period in review, the company sold 50 properties for proceeds of 
$143 million. This included 27 percent of the initial inventory transferred to the company 
as part of the commercialization of CN. 


During the year, the company completed construction of the Ballard Power Systems 
building and the new head office of Future Shop at its Glenlyon Business Park in 
Burnaby. 


In an effort to develop public- and private-sector initiatives, the company launched a 
Request for Proposals in late 1996 for the redevelopment of CityPlace in Toronto, which 
includes the CN Tower base lands and other adjoining properties. 


In June 1996, the company distributed $10.9 million to the federal government through a 
reduction of capital stock. In addition, the company repaid to the federal government 
$0.9 million relating to a debt due in 2002. 
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Corporate Objectives for the Next Planning Period 
The major strategic issues facing the company in the coming years are: 


- Improving the Crown property transfer process; 
¢ Progress on First Nations’ interests in lands in British Columbia; 
¢ Completion of the CityPlace land sale and the CN Tower lease agreements; and 


¢ Conclusion of the Request for Proposals process for the Downsview 
decommissioned military base. 





1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 





Total assets 403.8 394.9 0.0 0.0 0.0 
Loans from private sector 42.4 63.5 0.0 0.0 0.0 
Loans from Canada Biull 0.9 0.0 0.0 0.0 
Shareholder’s equity 249.6 250.1 0.0 0.0 0.0 
Operations 
Revenues 226.8 78.8 0.0 0.0 0.0 
Net income 10.4 0.5 0.0 0.0 0.0 
Funding from Canada 
Budgetary 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding - - - - - 
Non budgetary (loans and investments) Sil 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 09 0.0 0.0 0.0 0.0 
Dividends 10.9 0.0 0.0 0.0 0.0 
EMPLOYMENT B25 340 0 0 0 
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CANADA MORTGAGE AND HOUSING CORPORATION 


Chairperson Peter R. Smith 


President and Marc W. Rochon 
Chief Executive Officer 


Head Office 700 Montreal Road 
Ottawa, Ontario, K1A OP7 
Telephone: (613) 748-2000 
Facsimile: (613) 748-2067 
Web Site: http://www.cmhc-schl.gc.ca 


incorporation and Status | 1946 by the Central Mortgage and Housing 
Corporation Act; (R.S.C. 1985, c. C-7; amended 
March 16, 1979 to Canada Mortgage and Housing 
Corporation Act; Schedule II, Part I of the Financial 
Administration Act; an agent of Her Majesty except 
when s.14 of its Act applies. 


Appropriate Minister The Honourable Alphonso Gagliano, P.C., M.P. 
Minister of Public Works and Government Services 





Auditor Mallette Maheu (Associated with Arthur Andersen) 
Auditor General of Canada 





Mandate and Background 

The Canada Mortgage and Housing Corporation (CMHC) was incorporated in 1946 to 
promote the construction of new houses, the repair and modernization of existing houses, 
and the improvement of housing and living conditions. 


Products and Services 
CMHC accomplishes its mandate through activities in three business components: 


Within the Corporate Account, CMHC manages a portfolio of loans and 
investments under the provisions of the National Housing Act (NHA), develops and 
sells land holdings, and provides housing related services. Funding is provided by 
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borrowings from the private sector and was provided, in the past, by the Government 
of Canada. 


- The Minister’s Account administers subsidized housing programs under the 
provisions of the NHA. CMHC is reimbursed for contributions and related operating 
expenses through parliamentary appropriations of almost $1.9 billion per year. About 
90 percent of the contributions are committed for some 35 years to subsidize social 
housing programs. 


+ The Insurance and Guarantee Funds are administered by CMHC under the 
provisions of the NHA. The Mortgage Insurance Fund provides insurance against 
borrower default on residential mortgage loans. The Mortgage-backed Securities 
Guarantee Fund guarantees timely payment of the principal and interest for investors 
of securities based on insured mortgages. 


Corporate Highlights 

In response to changes in its mandate, CMHC launched a process of organizational 
renewal to enhance the efficiency of its operations and the quality of service to 
Canadians. In addition, CMHC established a Corporate Governance Committee. 


In February 1996, CMHC signed the first Agency Agreement under the 
CMHC/Aboriginal Capital Corporations Pilot Project to help aboriginal groups acquire 
housing finance expertise. 


CMHC commenced discussions with the provinces and territories to transfer federal 
management responsibilities in social housing. The first agreement was signed with 
Saskatchewan. 


CMHC officially introduced emili, its automated mortgage underwriting system. 


Performance 

In 1996 the Corporate Account recorded a net loss of $6.6 million compared to a planned 
net income of $1.8 million. This variance was due to a $5.2 million loss on real estate 
following revaluation adjustments of some properties in Ontario and Quebec as a result 
of soft market conditions. CMHC’s direct lending for social housing added $2 billion to 
the loans and investment portfolio. 


CMHC helped a record number of households in all parts of Canada to buy homes. With 
the assistance of NHA Mortgage Insurance, 355,009 units were purchased. This 
represents 42 percent of all Canadian mortgages underwritten in 1996, compared to 

41 percent in 1995. The First Home Loan Insurance Program continued to be popular in 
1996, assisting 138,480 first-time homebuyers across Canada. CMHC also provided 
NHA Mortgage Insurance for 60 percent of the multiple unit mortgage market. 


In 1996, the federal government provided $1.9 billion through CMHC to help Canadians 
with disabilities, victims of family violence, low-income households, aboriginal 
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Canadians and seniors. Unilaterally or in partnership with the provinces, CMHC 
subsidized more than 656,000 units of social housing in 1996. Funding for housing units 
on Indian Reserves provided for 2,407 new units. A total of $105 million was allocated to 
short-term housing initiatives. Other federal funding was provided for research into 
improving housing conditions and supporting the housing market. The following table 
highlights the performance measures reported for the period. 





Performance Measures 








eS 1996 1996 
Actual Planned 


1995 
Actual 


























Pee 
Corporate Account ($ million) 
Net income (loss) (6.6) 1.8 (8.6) 
Real estate sales 17.0 56.8 11.8 
Gain on real estate (4) 18.7 1.6 
Minister’s Account 
Social housing units committed 13,967 17,080 16,427 
Units under administration 656,587 Gj A009 004,235 | 
Insurance Guarantee Funds 
Mortgage Insurance Fund 
Units insured 355,009 276,477 274,834 
Net income (loss) ($ million) 10.0 79.0 86.1 
Insurance in force ($ billion) 131.0 12:54, Le 6 
Mortgage-backed Securities Guarantee Fund 
Securities issued ($ billion) 1.7 312 1.6 








Corporate Objectives for the Next Planning Period 


To fulfil its renewed mandate, CMHC will continue to become more client-focused, 
innovative and entrepreneurial. Through transfer agreements that are currently being 
negotiated with the provinces and territories, CMHC will continue to be responsible for 
federal social housing funding. The corporation will also continue to help aboriginal 
Canadians to become more self-sufficient in developing and maintaining their housing. 


CMHC will work towards enhancing its research and information dissemination activities 
with increasing emphasis on revenue generation. The corporation will work closely with 
the housing industry to support and promote the export of housing products and expertise. 


The 1996 Budget announced the federal government’s intention to operate the Mortgage 
Insurance Fund and the Mortgage-Backed Securities Guarantee Fund on a more 
commercial basis. Subject to amendments to the National Housing Act and the CMHC 
Act, renewal of these funds will give the corporation the flexibility that it needs to 
respond better to market changes, improve efficiency, compete more effectively in the 
marketplace, and maximize the financial self-sufficiency of the funds while maintaining a 


public policy role. 


60 Canada Mortgage and Housing Corporation 














1996 1995 1994 1993 1992 





FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 


Total assets 15,098.0 13,8494 11,768.9 10,013.6 8,741.4 

Loans from private sector 7,605.4 5,999.8 3,444.7 Lay Sh? 

Loans from Canada He lilises eS OeT 7,972.2 8,306.1 8,496.3 

Shareholder’s equity 28.6 Boel 43.7 50.0 50.0 

Operations 

Revenues 1,146.3 1,035.6 877.5 800.2 743.0 

Net income (6.6) (8.6) (6.3) 5.6 11.8 

Funding from Canada 

Budgetary 0.0 0.0 0.0 0.0 0.0 

Change in budgetary funding . - - : . 

Non budgetary (loans and investments) 0.0 0.0 0.0 263.4 306.5 

Payments to Canada 

Loan repayments 409.9 447.4 334.2 453.6 439.5 

Dividends 0.0 0.0 0.0 5.6 49 
MINISTER’S ACCOUNT 

Operations 

Expenditures 1,944.6 2,001.9 1,868.0 19350 17950:0 

Budgetary appropriations 1,968.1 15952.) 1,879.6 1699-6, 9071 

Change in budgetary funding 1% 4% -1% 0% -4% 

Due from the Minister 278.1 301.6 PEs Pre 264.0 228.0 


ADMINISTERED FUNDS 
Financial Position 





Total assets 2,548.2 230.8 2,093.1 1,844.2 1,599.4 
Shareholder’s equity 47.6 44.0 (48.8) 38.4 106.8 
Operations 

Revenues 557.0 544.9 432.0 436.5 366.4 
Net income 16.6 92.8 (87.2) (56.9) (e231) 


EMPLOYMENT 25009 2,824 3,032 2019 2,995 
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CANADA PORTS CORPORATION 


Chairperson Carole Taylor 


President and Neil MacNeil 
Chief Executive Officer 


Head Office 8th Floor 
99 Metcalfe Street 
Ottawa, Ontario, K1A ON6 
Telephone: (613) 957-6787 
Facsimile: (613) 996-9629 


Incorporation and Status | 1983 pursuant to the National Harbours Board Act 
(R.S.C. 1970, N-8, s.3); reconstituted by the Canada 
Ports Corporation Act (R.S.C. 1985, c. C-9); Schedule 
II, Part II of the Financial Administration Act; an agent 
of Her Majesty. 








Appropriate Minister The Honourable David Collenette, P.C., M.P. 
Minister of Transport 





Auditor Arthur Andersen & Co. 












Mandate and Background 
The Canada Ports Corporation (CPC) was established in 1983 to administer, manage and 
control Canadian harbours, and any other harbour, work or property of Canada 
transferred by the Governor in Council. 


Products and Services 

CPC co-ordinates the national port activities of seven autonomous local port 
corporations, which are reported separately in this Report. It has direct responsibility for 
operating eight non-corporate divisional ports and has a wholly owned subsidiary, Ridley 
Terminals Inc. In addition, CPC administers the Interport Loan Fund to provide an 
alternative source of financing for financially viable projects. 
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Corporate Highlights 

In 1996, CPC’s resources were focused on the 
corporate transition set in motion by the 
introduction of Bill C-44, the Canada Marine 
Act, and the continuing necessity to manage the 
corporation on a commercial basis under its 
existing legislative basis. Bill C-44 died on the 
order paper with the April 1997 dissolution of 
Parliament. On October 2, 1997, the Minister of 
Transport re-introduced the proposed legislation 
in the House of Commons as Bill C-9. 


In 1996 CPC invested a net $11.9 million in the 
construction of new facilities and the 


improvement of existing facilities: $8.7 million at 


the Port of Belledune and $2.4 million at the Port 
of Sept-Iles. 


Performance 


PORTS CANADA SYSTEM 


Divisional Ports: 
Port of Belledune 
Port of Churchill 
Port Colborne 
Port of Prescott 


Port Saguenay/Baie des Ha! Ha! 
Port of Sept-lles 
Port of Trois Rivieres 


Subsidiary 
Ridley Terminals Inc. 


Local Port Corportions: 
Halifax Port Corporation 
Montreal Port Corporation 

Port of Quebec Corporation 
Prince Rupert Port Corporation 
Saint John Port Corporation 
St. John's Port Corporation 





Vancouver Port Corporation 


During 1996, CPC continued efforts to improve the financial and operational 
performance of the divisional ports and Ridley Terminals Inc. (RTI). In brief, the 
divisional ports excluding RTI handled a total of 31.2 million tonnes of cargo — a 3- 
percent decrease from the 32.2 million tonnes reported in 1995. This total represented 
17 percent of the 185.2 million tonnes handled by the Ports Canada system in 1996, 


which has been fairly constant in recent years. 


With RTI traffic and that of the divisional ports combined, total CPC traffic was 
36.5 million tonnes in 1996, down 4 percent from the 38.1 million tonnes handled in 
1995. Total shipments through RTI. fell to just under 5.3 million tonnes in 1996, a 
decrease of 11 percent from the 6.0 million tonnes handled in the previous year. 


Revenue of $59 million from operations and operating expenses of $33.3 million were 
both down 2 percent from their 1995 levels. The drop in revenue was due to the 
production difficulties of a major RTI customer. RTI generated 58 percent of CPC's 
operating revenues. The decline in operating expenses was mainly attributable to a 
decrease in RTI’s equipment repairs expenses. CPC's net income increased by 


$1.9 million from 1995. This increase was due to a government grant of $1 million to the 


Port of Churchill and to the fact that there were no workers’ compensation benefit 
expenses at the Port of Prescott and Port Colborne compared to $0.5 million and 


$0.7 million respectively in 1995. 


In 1996, CPC paid a dividend to Canada of $316,000 in respect of its 1995 financial 
results. This forecast payment in 1997, based on CPC's 1996 financial performance, is 


approximately $377,000. 
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Corporate Objectives for the Next Planning Period 


The Canada Ports Corporation’s major objectives are to protect current markets and 
develop new ones, ensure the financial viability of the divisional ports, and improve its 
competitive position relative to other Canadian and U.S. ports. The Canada Ports 
Corporation will also work to maintain high quality service connections with rail, truck 
and other transport modes; and maintain partnerships with port community stakeholders. 


The corporation will participate in structural changes to the management of Canadian 
ports and encourage favourable legislative, regulatory and policy reforms. In addition, it 
intends to enhance its relationship with the federal government, support federal 
environmental legislation, and work towards achieving sustainable development. Other 
priorities will include improving the perception of Ports Canada ports, and the efficient 
and cost-effective delivery of Protective Services. 





1996 1995 1994 1993 1992 


FINANCIAL SUMMARY (S$ million); financial year ending December 31 
Financial Position 





Total assets 271.6 264.7 249.6 247.0 2179 
Loans from private sector 171.4 179.4 185.5 196.0 191.5 
Loans from Canada 0.4 0.4 0.5 0.5 0.6 
Shareholder’s equity 12.1 S72 (9.0) (16.1) (51.8) 
Operations 
Revenues 64.0 62.6 64.3 58.0 56.3 
Net income Sha) 9.8 BS) 10.5 11.8 
Funding from Canada 
Budgetary 1.0 0.0 0.0 0.0 12.8 
Change in budgetary funding - - - -100% -86% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 20.0 
Payments to Canada 
Loan repayments 0.1 (0) 0.1 0.1 0.6 
Dividends 0.3 0.2 0.2 0.1 0.0 
EMPLOYMENT ADS: 253 280 281 218 
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CANADA POST CORPORATION 


Chairperson The Honourable André Ouellet, P.C. 


President and Georges C. Clermont 
Chief Executive Officer 


Head Office Canada Post Place 
2701 Riverside Drive 
Ottawa, Ontario, K1A OB1 
Telephone: (613) 734-8440 
Facsimile: (613) 734-6022 
Web Site: http://www.mailposte.ca 


Incorporation and Status | 1981 by the Canada Post Corporation Act (R.S.C. 1985, 
c. C-10); Schedule III, Part II of the Financial 
Administration Act; an agent of Her Majesty. 


Appropriate Minister The Honourable Alfonso Gagliano, P.C., M.P. 
Minister of Public Works and Government Services 


Auditor Deloitte & Touche 






Mandate and Background 
Canada Post is mandated to operate Canada’s postal service on a self-sustaining basis 
with a standard of service that meets the needs of Canadians. 


The corporation is one of the largest users of transportation services in Canada. It has a 
75-percent interest in PCL Courier Holdings Inc., which owns all of the shares of 
Purolator Courier. 


The federal government compensates Canada Post for postal services that are provided at 
less than cost pursuant to government measures to support the publishing industry and 
other programs, such as northern parcel mail, parliamentary free mail, and blind persons’ 
free mail. 


Products and Services 
Canada Post delivers mail to 12.5 million Canadian addresses and provides postal 
services through a postal network of more than 20,000 retail points of purchase. 
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Messages and parcels are processed through a network of 22 major mail processing 
plants. 


As well, it provides courier services and markets its business solutions to better manage 
its postal business to other postal administrations. 


Corporate Highlights 
Canada Post Corporation processed 10.9 billion pieces of mail in 1996/97, a decrease of 
908 million pieces over the previous year. 


In July 1996, the corporation sold its investment in an international courier joint venture, 
GD Express Worldwide N.V., for proceeds of $47 million, yielding a gain of $9 million 
and a further recovery of a $5 million write-down taken in March 1995. 


The corporation has undertaken a program to identify cost-reduction opportunities. These 
opportunities exist primarily in the mail collection and delivery aspect of Canada Post’s 
operations. In addition to simplification initiatives in the physical distribution market, the 
corporation has identified ways to decrease costs and increase volumes by simplifying a 
wide range of other service offerings and by eliminating duplication between those 
offerings. 


On January 1, 1997, the corporation discontinued its Economy Unaddressed Admail 
service. This decision was based on a recommendation flowing from the Canada Post 
Mandate Review. 


Performance 

The corporation reported a net income of $112.5 million in 1996/97 compared to 

$28 million in the previous year. This amount exceeded the 1996/97 target by 

$5.5 million. Of the $112.5 million, $17 million represented the operations of Purolator. 


The corporation operates in three principal markets and records its revenues along three 
market lines: 1) communications; 2) advertising; and 3) physical distribution. 


Revenues from communications (lettermail, electronic and hybrid services) were 
$2.273 billion compared to $2.286 billion in the previous year, which represents a 

1.8 percent increase*. This growth was due primarily to rate increases implemented in 
1995/96: 


Advertising revenues amounted to $832 million compared to $805 million in the previous 
year, which is equivalent to a 5.8-percent increase*. The corporation’s service offerings 
in this area include Economy and Premium Unaddressed Admail, Addressed Admail and 
Publications Mail. The loss of revenues associated with the exit from Economy 
Unaddressed Admail was more than offset by gains in the Addressed Admail portion of 
the market, which amounted to $45 million or 14.2 percent* over 1995/96 levels. 
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In the physical distribution market, the corporation reported revenues of $806 million 
compared to $813 million in the previous year, which is equivalent to an increase of 

1.5 percent*. Although Regular Parcel volumes grew by 1.8 percent*, an unfavourable 
product mix reduced the average revenue per piece by 2.5 percent. Priority Courier 
volumes declined 1.5 percent* in a highly competitive, price sensitive industry. Revenues 
from Xpresspost, another expedited service, grew by 15.5 percent*, reflecting the 
successful positioning of this service as a more economical alternative to next-day courier 
Services. 


Purolator experienced revenue growth of 10.3 percent* with operating revenues of 
$760 million. This revenue increase was due primarily to volume growth of 8.4 percent* 
while revenue per shipment grew 1.1 percent. The volume growth was attributed to 
increased volumes from existing customers, new accounts, the introduction of a new 
same-day service, and the expansion of Purolator’s ground service from the U.S. 


Canada Post’s consolidated operating expenses in 1996/97 increased 2.6 percent* to 
$4.944 billion. Labour costs continued to represent the largest portion of this amount. 


Corporate Objectives for the Next Planning Period 

Canada Post intends to continue examining ways to simplify its service offerings and to 
provide products and services that respond to the customer’s business and 
communication needs. 


The corporation expects some expansion of its offerings in the communications market. 
Overall, the communications market 1s expected to expand; however, the corporation 
anticipates only modest growth in the lettermail segment of this market. Dominant users 
of lettermail services, such as banks, governments and utilities, will continue to favour 
electronic alternatives where such alternatives are perceived to be more cost-effective. In 
the foreseeable future, however, Canada Post expects to retain a significant share of the 
communications market due to the competitive advantage that it enjoys as a result of its 
comprehensive national network. 


The corporation’s marketing efforts in the advertising market will focus on its Addressed 
Admail and Premium Unaddressed Admail services. It is anticipated that these services 
will be a source of continued growth. 


Volume increases for Purolator are expected to be derived from general economic 
growth, new accounts, expansion of shipments to and from the United States, and growth 
in new service offerings such as same-day delivery. 
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The corporation is not expecting to incur any major capital expenditures in the near 
future. Both Canada Post and Purolator make extensive use of operating leases for their 
facilities, vehicles and computers. 





Financial Position 

Total assets 

Loans from private sector 
Loans from Canada 
Shareholder’s equity 


Operations 
Revenues 
Net income 


Funding from Canada 

Budgetary 

Change in budgetary funding 

Non budgetary (loans and investments) 


Payments to Canada 
Loan repayments 
Dividends 


EMPLOYMENT 


1996/97 


FINANCIAL SUMMARY ($ million); financial year ending March 


Dai) dae’ 
175.6 
80.0 
128.7 


5,103.1 
ig ea) 


14.0 
0% 
0.0 


0.0 
10.0 


43,831 


1995/96 


2,515.4 
199.0 
80.0 
1,026.2 


4,953.5 
28:2 


14.0 
0% 
0.0 


0.0 
0.0 


44,107 


1994/95 


2,564.6 
199.0 
80.0 
998.0 


4,748.0 
(68.9) 


14.0 
0% 
0.0 


0.0 
0.0 


43,871 


1993/94 


2,612.8 
199.0 
80.0 
1,066.9 


4,115.6 
(270.4) 


14.0 
0% 
0.0 


0.0 
0.0 


43,699 


*Y ear-over-year percentages are calculated on the basis of fiscal years or reporting periods of equal length. The 
absolute figures have not been adjusted to reflect unequal fiscal years or reporting periods of different segments of the 
corporation (i.e., Canada Post and Purolator). Canada Post’s 1996/97 fiscal year was 52 weeks and in 1995/96 it was 
53. Conforming Purolator’s reporting period to Canada Post’s fiscal year resulted in 53 weeks for the 1996/97 fiscal 
year and 52 weeks for 1995/96. 
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1992/93 


2,494.1 
52,0 
80.0 

13373 


292037 
25.6 


14.0 
-88% 
0.0 


0.0 
0.0 


44,683 








CANADIAN BROADCASTING CORPORATION 


Chairperson Guylaine Saucier 


President and The Honourable Perrin Beatty, P.C. 
Chief Executive Officer 


Head Office 250 Lanark Avenue 
P.O. Box 3220, Station C 
Ottawa, Ontario, K1Y 1E4 
Telephone: (613) 724-1200 
Web Site: http://www.cbc.ca 


Incorporation and Status | Established by the 1936 Canadian Broadcasting Act and 
continued by the 1958, 1968 and 1991 Broadcasting 
Acts (R.S.C. 1991, c. 11); exempt from Divisions I to [TV 
of Part X of the Financial Administration Act; an agent 
of Her Majesty. 





Appropriate Minister The Honourable Sheila Copps, P.C., M.P. 
Minister of Canadian Heritage 





Auditor Auditor General of Canada 











Mandate and Background 

The Canadian Broadcasting Corporation (CBC) is Canada’s national public broadcaster. 
Its mission is to inform, entertain and enlighten; to contribute to the development of 
shared national consciousness and identity; to reflect the regional and cultural diversity of 
Canada; and to contribute to the development of Canadian talent and culture. 


Products and Services 

The CBC produces, procures and distributes Canadian programming in English, French 
and a number of aboriginal languages. It also offers a selection of programs from around 
the world. The corporation’s program services include: 


* two main television networks, one English and one French, that offer general and 
special interest programs; 
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- four main radio networks, two English and two French, that offer information and 
general interest programs as well as classical music and cultural programs; 


* two all-news and information television networks that are entirely financed by cable 
subscriptions and advertising revenue. The English network is called CBC 
Newsworld, and the French one is called Le Réseau de |’ information (RDI); 


¢ radio and television services to the North in English, French and eight aboriginal 
languages. 


On behalf of the Government of Canada, CBC also provides an international shortwave 
radio service, Radio Canada International, which broadcasts programs in seven 
languages. 


In partnership with Power Broadcasting, CBC operates Newsworld International and 
Trio. Newsworld International combines CBC Newsworld programming with newscasts 
and documentaries from around the world. Trio is a family entertainment channel that 
features programming acquired from the CBC and other Canadian producers. Both of 
these specialty services are distributed by satellite to homes throughout the United States. 


In December 1995, the Canadian Radio-television and Telecommunications Commission 
(CRTC) granted the CBC a licence to operate a new pay audio service called Galaxie, 
which will initially provide 30 channels of commercial-free music, 24 hours per day, 
seven days per week. By the end of 1996/97, CBC had signed an agreement with a direct 
broadcasting service that will carry Galaxie on its basic tier as early as the fall of 1997. 


CBC programs are distributed via satellite in combination with microwave and landline, 
feeding 90 CBC-owned stations, 1,163 CBC rebroadcasters, 30 private affiliated stations 
and 293 affiliated or community-owned rebroadcasters and stations. 


Corporate Highlights 

The CBC Board of Directors continued to evaluate its corporate governance processes in 
light of the federal government’s guidelines for Crown corporations. The Board's 
Governance Committee is focused on enhancing corporate performance, assessing and 
making recommendations regarding corporate values and board effectiveness, and 
establishing a process for developing criteria for the selection of board directors. Also, to 
improve Board effectiveness, the corporation established an approval process and 
tracking mechanism for its strategic direction and corporate plan. It also improved the 
internal communication process, and developed a method for assessing the President and 
Chief Executive Officer’s performance on a yearly basis. 


The corporation applied to the CRTC to transfer to the FM band certain AM stations to 
give listeners an improved signal and better access to CBC’s unique and diversified 
programming. The CRTC heard the application in the spring of 1997 and has since 
approved the new FM licences for Montreal and Toronto. 
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In December 1996, the Minister of Canadian Heritage renewed the government’s 
commitment to Radio Canada International and guaranteed one year of funding for the 
service. In February 1997, the Minister announced $10 million of additional annual 
funding for CBC’s French and English language radio services starting April 1, 1997. 


With the Canadianization of the English Television prime-time schedule in the fall of 
1996, prime-time Canadian content during the regular season reached 88 percent. In 
1996/97, average prime-time Canadian content reached 85 percent, which represents an 
increase of two percentage points over the previous year. 


CBC’s coverage of the 1996 Olympic Games in Atlanta averaged 14 hours per day for 17 
consecutive days. This main network coverage was supplemented by special highlights 
packaged on CBC Newsworld and RDI. The quality and style of the coverage were 
critically acclaimed. 


Canadian content on CBC’s French Television remained steady at 84 percent during 
prime time and 76 percent overall. Its share of francophone viewing over the full day 
increased from 19 percent in 1995/96 to 20.7 percent in 1996/97; its prime-time audience 
share increased from 23.5 percent to 24.9 percent. 


Newsworld reaches over 7.4 million cabled homes and is available more widely than any 
other cable network in Canada. Its average weekly reach for the 1996/97 season was 
seven million viewers, which represents an audience share of 1.2 percent. 


RDI aired more than 500 live specials covering major events of interest to Canadians at 
home and abroad. RDI is now accessible to 6.75 million cable subscribers in Canada of 
whom 1.75 million are in Quebec. 


CBC programs and personalities received hundreds of awards and prizes during 1996/97, 
including 46 Geminis by English Television and 14 Gémeaux by French Television’s in- 
house productions. 


CBC continued to expand its presence on the Worldwide Web. 


Performance 

During the fiscal year in review, the corporation met its planned financial reduction 
targets and was able to advance other reductions that were planned for subsequent years. 
CBC’s operating surplus of $34.5 million will be carried forward into the new fiscal year 
and used to manage any slippage in the implementation of its incremental 1997/98 
funding reduction of $118 million. 


Total operating expenses, excluding items netted out of revenue, downsizing costs and 
taxes, decreased by 7.3 percent or $96.4 million — i.e., from $1.316 billion in 1995/96 to 
$1.219 billion in 1996/97. This decrease resulted primarily from the streamlining of 
administrative operations and the achievement of other operating efficiencies. 
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Corporate Objectives for the Next Planning Period 

The corporation will continue to provide, to national and regional audiences, radio and 
television services in both official languages incorporating predominantly and 
distinctively Canadian programs. It intends to complete the Canadianization of English 
Television by the fall of 1998. 


In French Television, a key goal will be to continue to give priority to strong cross- 
Canada news and information, anchored in the regions. Another objective is to broaden 
collaboration with independent producers and define the corporation’s strategy more 
clearly, as both producer and broadcaster. 


Another priority will be to direct the $10 million in additional funding for CBC’s French 
and English language radio services towards talent development, regional reflection and 
future growth into new media. Finally, the corporation intends to implement in 1997/98 

and 1998/99 the reductions required to meet the lower resource levels forecast for future 


years. 








1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY (S$ million); financial year ending March 31 
Financial Position 


Total assets 1,664.7 1,696.7 1,613.0 1,582.0 1,582.8 
Loans from private sector 405.1 411.9 433.6 435.3 436.1 
Loans from Canada 0.0 0.0 0.0 5810 33.0 
Shareholder’s equity 758.0 680.2 738.6 756.8 774.3 
Operations 
Revenues 1,138.0 1,258.4 1,362.6 1332931 P3309 
Net Income (23.0) (159.8) (193.7) (152.4) (76.4) 
Funding from Canada 
Budgetary Sail Oe? II269 1,089.5 EOS 
Change in budgetary funding -15% 4% 3% -2% 8% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 33.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT oils 8,181 9,015 OMT, 97337, 
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CANADIAN COMMERCIAL CORPORATION 


Chairperson and Robert G. Wright 
President 
Head Office Metropolitan Centre 
Suite 1100 
50 O'Connor Street 


Ottawa, Ontario, KIA 0S6 
Telephone: (613) 996-0034 
Facsimile: (613) 992-2121 
Web Site: http://www.ccc.ca 





Incorporation and Status | 1946 by the Canadian Commercial Corporation Act 
(R.S.C. 1985, c. C-14); Schedule III, Part I of the 
Financial Administration Act; an agent of Her Majesty. 


Appropriate Minister The Honourable Sergio Marchi, P.C., M.P. 
Minister for International Trade 


Auditor Auditor General of Canada 








Mandate and Background 

The Canadian Commercial Corporation (CCC) assists in the development of trade 
between Canada and other nations by facilitating sales to foreign governments and 
international agencies and other approved buyers on behalf of Canadian suppliers. The 
corporation normally assumes the role of a prime contractor, undertaking to deliver a 
product or service to the foreign customer with a “back-to-back” obligation from a 
Canadian supplier. 


Products and Services 

CCC offers a wide range of export support services to Canadian exporters, providing 
them with special access to foreign markets and enhancing their credibility by 
guaranteeing contract performance. 


Corporate Highlights 
Thirty percent of companies using CCC’s services were new to the corporation. Diverse 
in size, product range and market interests, these firms are increasing CCC’s client base. 
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Through its Bid Matching Service, CCC identified over 39,000 U.S. government 
opportunities open to Canadian bidders and made them accessible to all Canadian firms 
on the government’s Open Bidding System. 


In keeping with changes in U.S. purchasing procedures, CCC offers Canadian suppliers a 
new window to U.S. buyers through Electronic Data Interchange. 


During the year, CCC scored its largest percentage growth to date in its involvement in 
transactions with private sector clients. CCC’s participation in sales to'the private sector 
now comprises approximately 12 percent of its business volume. 


Performance 

The following table highlights the results achieved against planned objectives for the 
period that reflect CCC's strategy to increase Canadian exports and the number of 
Canadian firms exporting successfully. 


1995/96 1996/97 | 1996/97 
Performance Indicators Actual Target Actual 
1,250 1,310 
Additional contract costs as a percentage of l ce 
l 5 
0 


business volume (%) 


ua 
Provision for doubtful accounts compared to ] 
accounts receivable (%) 
3 26 
(days) 
Total cost of operations compared to business lie 1.6 
volumes (%) 


The lower business volume in 1996/97 was affected by a major contract that was signed 
in 1996/97 but could not be reported until 1997/98 because of the foreign buyer's 
approval processes. Although fewer companies signed contracts through CCC this year, a 
record 1,310 Canadian firms made use of CCC’s services. The reduction in signed 
contracts resulted from decreases in the corporation’s international business, particularly 
with UN agencies. 


| 
=) 
3 





In 1996/97, the corporation reported contract losses of 0.1 percent of business volumes 
compared to its standard of 0.2 percent. In addition, CCC reduced its total cost of 
operations to $13.2 million, well below its initial budget estimates. However, the 
corporation’s total cost of operations of 1.6 percent of business volumes exceeded its 
target of 1.1 percent, which had been based on the assumption that CCC would achieve 
higher business volumes. 
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Corporate Objectives for the Next Planning Period 
For 1997/98, the corporation is setting three business objectives and forecasts that it will: 





increase to 1,450 the number of companies actively working with CCC on export 
opportunities (1.e., a 10-percent increase); 


help 340 companies contract successfully through CCC; and 


increase the number of projects on which CCC is active in order to sustain a business 
volume between $1.0 billion and $1.5 billion. 





1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY ($ million); financial year ending March 31 


Financial Position 








Total assets 250.5 312.8 384.3 390.6 473.2 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity Lij3 16.6 18.3 17.0 15.8 
Operations 
Revenues 907.5 974.6 879.2 882.1 610.8 
Net income 0.6 (1.7) 3) 2 (0.4) 
Funding from Canada 
Budgetary 10.9 11.8 I(3).2 13.8 3s) 
Change in budgetary funding -1% -10% -4% 2% -4% 
Non budgetary (loans and investments) 0.6 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 30.0 
EMPLOYMENT 90 84 81 81 81 
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CANADIAN DAIRY COMMISSION 


Chairperson and Chief Guy Jacob 
Executive Officer 


Head Office Carling Executive Park 
Suite 300 
1525 Carling Avenue 
Ottawa, Ontario, K1A 0Z2 
Telephone: (613) 998-9490 
Facsimile: (613) 998-4492 
Web Site: http://aceis.agr.ca/cdc 


Incorporation and Status | 1966 by the Canadian Dairy Commission Act (R.S.C. 
1985/c.G-15)(S.Ge 1994) c) 26randic. 38) (S: e199 5; 
c. 23); Schedule III, Part I of the Financial 
Administration Act; an agent of Her Majesty. 


Appropriate Minister The Honourable Lyle Vanclief, P.C., M.P. 
Minister of Agriculture and Agri-Food 


Auditor Auditor General of Canada 






Mandate and Background 
Established in 1966, the Canadian Dairy Commission’s programs and efforts are aimed at 
giving producers of milk and cream the opportunity to get a fair return for their labour 
and investment, while giving consumers a continuous and adequate supply of high 
quality dairy products. 


Products and Services 

The commission advises the Minister of Agriculture and Agri-Food on matters relating to 
dairy policy and determines domestic requirements for industrial milk and cream for 
purposes of establishing Market Sharing Quota (MSQ). The commission also establishes 
the target price for industrial milk, sets support prices for butter and skim milk powder, 
and offers to purchase products at these prices. 
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Since August 1, 1995, the commission has administered a new special milk class pricing 
and pooling system on behalf of the dairy industry. This has eliminated the need for the 
commission to make assistance payments to processors and exporters of dairy products. 


Corporate Highlights 


In response to industry concerns that products were manufactured for unplanned exports 
when domestic and planned export needs existed, a new element of the Offer to Purchase 
Program was developed over the past year. The former Plan C element of the Offer to 
Purchase Program has become a new surplus removal mechanism consisting of two 
operational elements: processor-initiated and commission-initiated surplus removal. 


The March 1996 federal Budget announced that the dairy subsidy would be phased out 
over a five-year period beginning August 1997. The phase-out has since been deferred by 
six months. The gradual elimination of the subsidy will be an important aspect of any 
new long-term dairy policy, and the commission will continue to participate in the policy 
development process. 


Industrial milk and cream production for 1995/96 totalled 46.8 million hectolitres. This 
represents an increase of 4.1 percent over the previous year and exceeds the 1995/96 
MSQ target by 2.9 million hectolitres. 


Performance 

In 1995/96, the commission played a central role in the development of three new draft 
federal-provincial agreements on milk pricing and the pooling of milk market returns 
across Canada. The Commission also helped to implement, administer, evaluate and 
further refine the special milk class pricing system and the Optional Export Program. It 
also maintained its administration of the Domestic Dairy Product Innovation Program, 
the Animal Feed Assistance Program and the Milk Bread Program. 


The commission acted as the first receiver of the butter imports required under the WTO 
Agreement, helped to ensure the high quality of the imports, and facilitated their 
introduction into the Canadian production and manufacturing system. 


The commission enhanced its communications efforts to provide timely information on 
major programs and policy developments to dairy stakeholders and all those whose 
business and political decisions affect the dairy industry. It also launched its Internet Web 
site and introduced a new semi-annual publication, The Dairy Bulletin. 


The commission and Agriculture and Agri-Food Canada staff prepared a consultation 
paper providing background information on key dairy issues. Currently, Agriculture and 
Agri-Food Canada officials, together with commission staff, are involved in the 
development, by producers and processors, of a new long-term dairy policy. 


From an accounting and financial perspective, 1995/96 has been a transition year. The 
special milk class pricing system has had implications for comparisons of financial 


Canadian Dairy Commission 77 











reports and statements with those of previous years. The majority of dairy products 
destined for export have been purchased at international competitive prices, while the use 
of levies was mainly restricted to the structural surplus of skim milk powder. Over- 
production has created a relatively high build-up of butter and skim milk powder 
inventories. Since these surpluses were purchased at world prices, however, there was no 
need for a write-down. The year-end financial surplus was mainly due to higher than 
anticipated world prices for the commission’s sales of skim milk powder subject to levies 
and foreign exchange rates. 


Corporate Objectives for the Next Planning Period 
Serving as a key industry facilitator and administrator for industry-driven dairy policies 
and programs, the commission will: 


¢ endeavour to help producers, processors, exporters and consumers to benefit from a 
strong and market responsive business; 


¢ support and assist the dairy industry to complete its implementation of the major 
transformation of Canada’s milk marketing system that was launched over the past 
year; 


¢ help dairy stakeholders to meet upcoming challenges, including the phase-out of the 
federal subsidy, the establishment of a new long-term dairy policy for Canada, and 
ongoing trade considerations. 





1995/96 1994/95 1993/94 1992/93 1991/92 


FINANCIAL SUMMARY ($ million); financial year ending July 31 
Financial Position 


Total assets 158.6 189.3 176.4 171.0 248.9 
Loans from private sector B7A0 68.7 See, WZ 30.8 
Loans from Canada WX 69.3 68.1 58.4 150.8 
Shareholder’s equity 0.0 0.0 0.0 0.0 0.0 
Operations 
Revenues S0Sal 214.8 186.0 163.9 242.7 
Net income 12.4 3eh8) (5 29.1 13.8 
Funding from Canada 
Budgetary 187.6 224.7 226.1 242.6 241.9 
Change in budgetary funding -16% -1% -1% 0% -6% 
Non budgetary (loans and investments) 307.4 274.0 22 167.3 266.7 
Payments to Canada 
Loan repayments 301.5 272.8 216.5 Ue) Ih 252.6 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 62 a 57 58 62 
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CANADIAN FILM DEVELOPMENT CORPORATION 


Chairperson 


Executive Director 


Head Office 


Incorporation and Status 


Appropriate Minister 


Auditor 






Robert Dinan 





Francois N. Macerola 


Tour de la Banque Nationale 

14th Floor 

600 de La Gauchetiére West 
Montreal, Quebec, H3B 4L2 
Telephone: (514) 283-6363 
Facsimile: (514) 283-8212 

Web Site: http://www.telefilm.gc.ca 


1967 by the Canadian Film Development Corporation 
Act (R.S.C. 1985, c. C-16); exempt from Divisions I to 
IV of Part X of the Financial Administration Act; an 
agent of Her Majesty. 


The Honourable Sheila Copps, P.C., M.P. 
Minister of Canadian Heritage 





Auditor General of Canada 





Mandate and Background 
The Canadian Film Development Corporation (Telefilm Canada) fosters and promotes an 
independent film and television production industry in Canada. 


Products and Services 


Telefilm provides financial assistance for the development, production and distribution of 
Canadian motion pictures and television programs. 


Corporate Highlights 


In September 1996, the Minister of Canadian Heritage announced the creation of the 
Canada Television and Cable Production Fund (CTCPF). The goal of the CTCPF is to 
increase the quantity and quality of Canadian audio-visual productions, and improve the 
performance of the Canadian production and broadcasting system as a whole. Other 
objectives include the creation of jobs across the country and stimulation of exports of 
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Canadian products. The CTCPF comprises two complementary programs — the Equity 
Investment Program administered by Telefilm, and the Licence Fee Program. In 1996/97, 
Telefilm administered $107.5 million of the fund’s total $200 million. 


To foster growth and development of the Canadian multimedia industry, Telefilm 
established a Pilot Program for Multimedia Production and Publishing Assistance. 
Telefilm intends to extend this pilot project into a permanent program with expanded 
resources. Telefilm has submitted a proposal to the Department of Canadian Heritage for 
the launching of a new media assistance fund with access to greater resources. 


In May 1997, Telefilm launched its Web Site. The site includes general information on 
the corporation, its funds and programs, a directory for the Canadian industry, television 
and feature film catalogues, a monthly cinema and television-related events calendar, as 
well as an exhaustive list of Canada’s co-production agreements with 44 foreign 
countries. 


Performance 

This year, Telefilm came one step closer to completing its move toward a “one-stop” 
system of support for the film and television industry. It consolidated its production and 
distribution divisions into one branch, and decentralized decision-making to its regional 
offices. To serve the industry better, multi-service business units were established — one 
for television and one for feature film. 


Telefilm devoted $163.8 million to the production and development of television 
programs, feature films and multimedia products, for an increase of 47 percent over the 
preceding year. This increase resulted largely from the creation of the CTCPF, of which 
the Equity Investment Program added significant new funding to the production sector. 


Telefilm has also been active on the international scene, supporting Canadian producers 
in the area of co-production. During the period in review, 47 co-production projects 
obtained official accreditation from Telefilm, compared to 38 the year before. 


Telefilm paid out $174.6 million in support of the Canadian film and television industry, 

10 percent more than the year before. Of this amount, $142 million went towards current- 
year projects, while $32.6 million was devoted to projects carried over from the previous 

years. 


The 1996/97 parliamentary appropriation was down 15 percent from the preceding year; 
however, the infusion of new funding under the Equity Investment Program allowed 
Telefilm to contribute a record sum to the production of Canadian films and television 
programs. 


Telefilm’s commitments amounted to $206 million, a 29.7-percent increase over the 
previous year. This increase was attributed to the new funding for production provided by 
the government under the CTCPF. 
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As promised in Telefilm’s 1996/97 Action Plan, a large-scale overhaul of the 
corporation’s programs, activities and operating procedures resulted in a substantial 
reduction in its administrative expenses. The corporation also continued to rationalize its 
activities and personnel by cutting 19 person-years. 


Corporate Objectives for the Next Planning Period 


Looking toward the year 2000, Telefilm’s cultural mandate is expected to be further 
challenged by a competitive and converging broadcasting system, global electronic 
highways and the dismantling of international trade barriers. In light of the need to adapt 
to anew environment, Telefilm is working on a three-year business plan that will outline 
strategies to ensure that its cultural mandate is relevant, and that it is focused on meeting 
industry needs efficiently and effectively well into the next century. 





1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 











Total assets apres 47.8 49.0 39.2 33.0 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 3151 3516 38.8 28.4 227 
Operations 
Revenues 0.6 0.7 0.6 0.9 0.9 
Net income (136.4) (ULEnt) (112.0) (118.3) (133.6) 
Funding from Canada 
Budgetary 92.4 109.0 12283 132.4 144.5 
Change in budgetary funding -15% -11% -8% -8% 0% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 8.5 7.5 
EMPLOYMENT 130 148 166 178 182 
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CANADIAN MUSEUM OF CIVILIZATION 
CORPORATION 


Chairperson Adrienne Clarkson 


President and George F. MacDonald 
Chief Executive Officer 


Head Office 100 Laurier Street 
P.O. Box 3100; StationyB 
Hull, Quebec, J8X 4H2 
Telephone: (819) 776-7116 
Facsimile: (819) 776-7122 
Web Site: http://www. civilization.ca 





Incorporation and Status | July 1, 1990 by the Museums Act (S.C. 1990, c.3); 
Schedule III, Part I of the Financial Administration Act; 
an agent of Her Majesty. 





Appropriate Minister The Honourable Sheila Copps, P.C., M.P. 
Minister of Canadian Heritage 


Auditor Auditor General of Canada 





Mandate and Background 
The Canadian Museum of Civilization Corporation has a mandate to increase interest in, 
knowledge of, and appreciation for human cultural achievements and behaviour 
throughout Canada and internationally. This involves establishing, for research and 
posterity, a collection of objects of historical or cultural interest with special but not 
exclusive reference to Canada. 


Products and Services 

The Canadian Museum of Civilization Corporation comprises the Canadian Museum of 
Civilization — Canada’s national repository of social and cultural history — and its affiliate 
museums. The affiliates are the Canadian War Museum — a national museum of military 
history — and the Museum of New France, which is an entirely virtual museum. In 
addition to producing on-site and travelling exhibits, the corporation carries on extensive 
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book and electronic media publishing activities. Other products include educational 
programming for children, Imax films, lectures and other special events. 


Through its Canadian Children’s Museum programming, the corporation offers 
educational exhibits and other activities. In addition, the Canadian Postal Museum 
provides a program of interactive learning modules on postal history, artifacts and 
concepts. Canadian Postal Museum programs are toured to schools and other venues, and 
will eventually be housed permanently within the Canadian Museum of Civilization 
complex. 


Corporate Highlights 

In January 1997, the corporation launched the Museum of New France in co-operation 
with partners on both sides of the Atlantic, including the Department of Canadian 
Heritage, Foreign Affairs and International Trade, the Ministére de la Culture of France, 
and Maison des Sciences de |’Homme in Paris. The Museum of New France is the 
world’s first entirely virtual museum. 


In June 1996, the Canadian Museum of Civilization offered a public preview of the First 
Peoples Hall — an extensive series of galleries telling the stories of Canada’s native 
peoples. During 1996/97, a complete Ukrainian church was moved from its original site 
in Alberta and reconstructed in the Canada Hall. As well, the corporation moved towards 
the creation of permanent exhibition space for the Canadian Postal Museum and began 
expanding Adventure World — the Canadian Children’s Museum’s outdoor park. 


Performance 

In 1996/97, the corporation’s revenue amounted to $8.7 million — a decrease from the 
previous year’s total of $9.3 million. During the same period, attendance at the Canadian 
Museum of Civilization dropped slightly to 1.28 million from 1.3 million. The Canadian 
War Museum met its target of 100,000 visitors. The Canadian Children’s Museum 
programming attracted over 300,000 visitors. 


During the period in review, all 19 of the corporation’s planned temporary exhibits 
opened on schedule. Eight new travelling exhibitions were produced, and 17 travelling 
exhibitions were circulated. 


The corporation won national publishing awards for books that it has published, and one 
of its CD-ROMs won a gold medal in competition with entries from around the world. Its 
award-winning World Wide Web site has over 6,000 screens of information and recorded 
over 850,000 hits in 1996/97. 


Many of the concerts presented as part of the See and Hear the World music series were 
sold out. This series brings in performing artists from around the globe. The Cultures 
Canada music series drew 9,300 people, while the Heat Waves series welcomed 5,300 
visitors. 
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Corporate Objectives for the Next Planning Period 


The corporation’s objectives are to be a centre of museological excellence 
communicating its knowledge at the national and international levels; to foster Canadian 
unity; and to ensure its financial and operational viability. 


The first component of this strategy involves research, collections development, and 
outreach through traditional and non-traditional means. The thrust of the second 
component is to increase Canadians’ sense of their common identity and history. The 
corporation will continue to undertake research activities, exhibits and other programs 
focusing on these common characteristics. An immediate priority will be to complete 
long-term exhibition spaces at the Canadian Museum of Civilization and the Canadian 
War Museum, and to refurbish the Canadian War Museum’s existing long-term 
exhibition spaces. 


To ensure its financial viability, the corporation’s goal will be to maximize commercial 
activities, increase fundraising efforts, and to continue seeking alternative funding 
sources. Operational efficiency will be enhanced through evaluation processes, training 
and staff development, and uel improving the cost-effective management of the 
corporation’s facilities. 





1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 


Total assets Br 30.6 30.5 MS) i! 25.6 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 16.4 Ie/eG 15.6 ish 14.4 
Operations 
Revenues 8.7 9:3 US Jel 7.3 
Net income (45.4) (44.2) (48.2) (40.3) (38.2) 
Funding from Canada 
Budgetary 44.2 46.2 50.1 3916 Bo. 
Change in budgetary funding -4% -8% 27% 1% -S% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 510 534 466 ae 525 
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CANADIAN MUSEUM OF NATURE 


Chairperson Frank Ling 


President and Chief Joanne DiCosimo 
Executive Officer 


Head Office Victoria Memorial Museum Bldg. 
240 Metcalfe Street 
P.O. Box 3443, Station D 
Ottawa, Ontario, K1P 6P4 
Telephone: (613) 566-4700 
Facsimile: (613) 364-4020 
Web Site: http://www.nature.ca 


Incorporation and Status | July 1, 1990 by the Museums Act (S.C. 1990, c. 3); 
Schedule III, Part I of the Financial Administration Act; 
an agent of Her Majesty. 


Appropriate Minister The Honourable Sheila Copps, P.C., M.P. 
Minister of Canadian Heritage 





Auditor Auditor General of Canada 











Mandate and Background 

The mandate of the Canadian Museum of Nature (CMN) is to increase interest in, 
knowledge of, and appreciation and respect for the natural world throughout Canada and 
internationally. This involves establishing, for research and posterity, a collection of 
natural history objects with special but not exclusive reference to Canada. 


Products and Services 
The Museum’s activities can be divided into five areas: Research, Collections, Public 
Programs, Corporate Services and Accommodation. 
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Corporate Highlights 

In June 1996, the CMN received the ICOM Canada 1996 Award at the Canadian 
Museum Association conference. The award was in recognition of a project entitled 
‘Developing Staff Resources for Collection Management,” a joint initiative of the CMN 
and the Virginia Museum of Natural History. 


Performance 

The 1996/97 year saw 90 publications produced by CMN researchers: 47 in peer 
reviewed journals, and 43 articles in non-refereed publications. In addition, CMN 
researchers helped in the naming and description of 53 new species and 2 new genera. 
Thirty animals, 8 plants and 15 minerals were identified for the first time by CMN staff. 
They also identified 2,722 specimens and conducted 1,915 scientific consultations with 
the general public, students, teachers and government agencies. 


A team of full-time nature interpreters was established to help achieve the Public 
Programming goals of science literacy, nature literacy, and guided conversation; to 
increase the public profile and relevance of CMN research and collections; and to create 
and meet expectations among CMN visitors. 


The operation of the Victoria Memorial Museum Building natural history gift shop was 
outsourced to allow the CMN to concentrate on its core functions. 


The CMN completed the consolidation of its staff and natural history collections in its 
new building located in Aylmer, Quebec. 


CMN’s 1996/97 revenues of $4.4 million were $1.9 million higher than in 1995/96. 


Corporate Objectives for the Next Planning Period 

The Canadian Museum of Nature intends to foster a greater appreciation and 
understanding of Canadian natural history. This will involve collection-based research to 
generate new knowledge that addresses socially relevant issues, as well as developing, 
preserving and sharing an information resource of collections and associated data. 


The corporation will also pursue a number of strategies aimed at increasing revenues 
from private-sector sources. Another goal is to improve operational efficiency and 
effectiveness by implementing new management practices and developing a streamlined, 
integrated corporate information system. 
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1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 








Total assets Spe) 20.5 OP US Tes 
Loans from private sector 37.4 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 6.1 5.6 4.2 28 0.8 
Operations 
Revenues 4.4 5) 1D) Ii) 1.2 
Net income (27.8) (5:1) (2333) (18.3) (18.7) 
Funding from Canada 
Budgetary 27.1 27.0 27.4 19.8 19.1 
Change in budgetary funding 0% -2% 39% 4% -1% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 193 240 241 216 251 
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CANADIAN RACE RELATIONS FOUNDATION 


Chairperson The Honourable Lincoln Alexander, P.C. 
Executive Director Moy Tam 
Head Office 4900 Yonge Street, Suite 1305 


North York, Ontario M2N 6A4 
Telephone: (416) 952-3500 
Facsimile: (416) 952-3326 
Web Site: http://www. cir.ca 


incorporation and Status | 1990 under the Canadian Race Relations Foundation 
Act; exempt from Divisions I to IV of Part X of the 
Financial Administration Act; not an agent of Her 
Majesty; a charitable organization for the purposes of 
the Income Tax Act. 


Appropriate Minister The Honourable Sheila Copps, P.C., M.P. 
Minister of Canadian Heritage 


Auditor Deloitte & Touche 





Mandate and Background 


The Canadian Race Relations Foundation was established in 1990 by the Canadian Race 
Relations Foundation Act. Its operations commenced in 1996. The purpose of the 
foundation is to facilitate, throughout Canada, the development, sharing and application 
of knowledge and expertise to contribute to the elimination of racism and all forms of 
racial discrimination in Canadian society. 


Products and Services 


The Canadian Race Relations Foundation will undertake research and collect data to 
further understanding of the nature of racism. It will provide data about race relations and 
establish links with educational institutions. Its purpose is to facilitate the exchange of 
information that would assist governments in developing effective race relations policies 
and practices. 
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The foundation will support race relations training by providing information and assisting 
in the development of professional standards. It will also have a role to play in informing 
the public about the importance of eliminating racism and racial discrimination. 


Corporate Highlights 


The $24 million contributed by Canada in the fall of 1996 to the foundation constitutes 

the capital of an endowment fund that is to be used for investment and income purposes 
in furtherance of the foundation’s mandate. The foundation is in a start-up phase and is 

exploring business strategy options. 


During the period in review, the foundation received $600,000 in grants from the 
Secretary of State (Multiculturalism) (Status of Women) to help defray the foundation’s 
start-up costs, including the acquisition of capital assets. In February 1997, the Secretary 
of State (Multiculturalism) (Status of Women) agreed to contribute $1 million towards 
the foundation’s operations during 1997/98 fiscal year. 


Note 

Financial data for the Canadian Race Relations Foundation are not yet available. These 
will be included in the foundation's first annual report, which will cover the period 
beginning in October 1996 and ending on March 31, 1998. 
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CANADIAN WHEAT BOARD, THE 


Chief Commissioner Lorne F. Hehn 
Head Office 423 Main Street 
P.O. Box 816 


Winnipeg, Manitoba, R3C 2P5 
Telephone: (204) 983-0239 
Facsimile: (204) 983-3841 
Web Site: http://www.cwb.ca 


Incorporation and Status | 1935 by The Canadian Wheat Board Act (R.S.C. 1985, 
c. C-24); exempt from the provisions of Divisions I to 
IV of Part X of the Financial Administration Act; an 
agent of Her Majesty. 





Appropriate Minister The Honourable Ralph Goodale, P.C., M.P. 
Minister of Natural Resources and Minister Responsible 
for The Canadian Wheat Board 





Auditor Deloitte & Touche 








Mandate and Background 

The Canadian Wheat Board (CWB) markets wheat and barley grown in Western Canada 
in the best interests of Western Canada’s grain producers and administers the Prairie 
Grain Advance Payments Act. 


Products and Services 


The CWB is the marketing agency for western Canadian wheat and barley growers. It is 
responsible for all domestic sales for human consumption and export sales of wheat and 
barley grown in the Prairie provinces and some parts of British Columbia. It markets 
these grains to the Canadian market and to more than 70 countries around the world with 
the objective of attaining the best possible price. By acting as a seller, banker and shipper, 
the CWB is actively involved in all facets of the grain industry. 
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Corporate Highlights 


In July 1995, the Western Grain Marketing Panel was created to examine western grain 
marketing issues. Its report was submitted to the Minister of Agriculture and Agri-Food 
in July 1996. Among the panel’s recommendations were to change the CWB from a 
federal agency to a mixed enterprise. The panel also recommended that the federal 
government appoint a board of directors with farmer representation. 


Amendments to the Canadian Wheat Board Act died on the order paper with the April 
1997 dissolution of Parliament and were re-introduced in the House of Commons as 
Bill C-4 on October 2, 1997. This Bill proposes changes to The Canadian Wheat Board 
in the areas of corporate governance and operational flexibility. 


In the fall of 1995, a study conducted by three economists showed that the CWB’s single- 
desk system generates an additional $265 million per year in wheat revenue for farmers, 
thereby enhancing Canada’s competitiveness. 


The CWB launched a major commercial testing program of AC Karma, a variety in the 
Canada Prairie Spring White wheat class. The results of this study helped to further 
CWB’s knowledge of the noodle market and provide insight into quality characteristics 
needed in new grain varieties. 


Performance 

1995/96 was a banner year for grain prices as a result of a shortage of both world wheat 
and coarse grain supplies. The shortage was due to a gradual but significant decline in 
world wheat and coarse grain planted area, and poor yields during the last few years on a 
world-wide basis. Wheat prices reached their highest levels ever; however, Canadian 
grain supplies for export were cut sharply by a smaller Canadian crop and a much 
reduced grain carryover. Nonetheless, the total sales value for the four CWB pool 
accounts reached $5.8 billion. 


China was once again the CWB’s top wheat customer, while Japan and Brazil were the 
next largest customers. Algeria was again the top customer for durum, while Saudi 
Arabia and Japan displaced the United States as major customers for feed barley. The 
U.S. and China were major customers for malting barley. 


The CWB has an ongoing program to improve performance and service to customers and 
farmers. A new financing program, a wheat quality discussion paper and a special 
delivery program for fusarium-affected wheat were among the significant initiatives in 
the year. In March 1996, the CWB implemented a new Euro Commercial Paper Program. 
Participation in this new financing program gives the CWB lower cost financing and 
helps increase its presence in global capital markets. 
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Corporate Objectives for the Next Planning Period 
The CWB will continue to promote its vision as a world leader in marketing grain. 











1995/96 1994/95 1993/94 1992/93 1991/92 

FINANCIAL SUMMARY ($ million); financial year ending July 31 

Financial Position 

Total assets 8,281.2 8,043.3 8,858.6 8,651.1 7,296.4 

Loans from private sector 7,619.0 7,144.0 7,777.4 7,645.7 6,560.8 

Loans from Canada 0.0 0.0 0.0 0.0 0.0 

Shareholder’s equity 0.0 0.0 0.0 0.0 0.0 

Operations 

Revenues 5,910.0 4,525.5 3,873.4 4,428.1 3,503.9 

Net income* 0.0 0.0 0.0 0.0 0.0 

Funding from Canada 

Budgetary 0.0 0.0 0.0 0.0 63.3 

Change in budgetary funding - - - -100% -92% 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 454 452 464 453 446 


* The Canadian Wheat Board’s policy is to record net income as zero to reflect the fact that all proceeds from sales, 


less marketing costs, are passed back to farmers. 
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CAPE BRETON DEVELOPMENT CORPORATION 


Chairperson Joseph Shannon 


President and George White 
Chief Executive Officer 


Head Office 95 Union Street 
P.O. Box 2500 
Sydney, Nova Scotia, BIP 6K9 
Telephone: (902) 564-2848 
Facsimile: (902) 842-2589 


Incorporation and Status | 1967 by the Cape Breton Development Corporation Act, 
(Ros,C. 1985.-c: C-23): Schedule, Part | of the 
Financial Administration Act; an agent of Her Majesty. 


Appropriate Minister The Honourable Ralph Goodale, P.C., M.P. 
Minister of Natural Resources and Minister Responsible 
for The Canadian Wheat Board 


Auditor Auditor General of Canada 





Mandate and Background 

The Cape Breton Development Corporation was established in 1967 for the purpose of 
reorganizing and rehabilitating the coal industry on Cape Breton Island. The goal of the 
corporation is to operate safe, commercially viable coal mines that are dependable 
supplies of quality coal and related energy products. 


Products and Services 

The corporation is the largest coal producer in Eastern Canada. It operates two collieries 
and fully integrated support facilities for the preparation and distribution of coal to 
Canadian and international markets. 


Corporate Highlights 

The corporation announced in October 1996 that it would change the mining direction of 
the Prince Colliery from the traditional east/west to a north/south direction in order to 
address changing and adverse geological conditions. 
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For the second consecutive year, the corporation realized improvements in reducing lost 
time accidents and absenteeism. Absenteeism was 11.6 percent, more than two 
percentage points lower than the average for the previous five years. The number of lost 
time accidents for every 200,000 hours worked was a record low of 12 compared to 19 in 
the previous year. 


Performance 

Sales during 1996/97 totalled 2.4 million tonnes, compared to 2.6 million tonnes for the 
previous year. In addition, sales to Nova Scotia Power Inc., the corporation’s major 
customer, reached a record-breaking 2.8 million tonnes in the calendar year 1996. 


The corporation's budgetary appropriation for the fiscal year was $43.5 million, which is 
repayable from future profits. A net loss of $30.1 million was reported. 


Throughout the year, a number of roof collapses and a breakdown on the rotary breaker 
resulted in several weeks of downtime at the Phalen Colliery. Despite these obstacles, the 
colliery managed to achieve 77 percent of its production target. To improve efficiency in 
both operating and administrative areas, the corporation launched a number of initiatives, 
for example, the installation of a new pumping system, a major computer system upgrade 
and the installation of a new underground telephone communication system. 


The Prince Colliery produced 191,496 tonnes in the last six weeks of the fiscal year. The 
budget originally called for it to be idle during the last two quarters; however, low coal 
inventories and production problems at Phalen Colliery prompted the decision to begin 
production five weeks ahead of schedule. During the year, the corporation undertook two 
significant projects to improve the colliery: a haulage system project and a major 
pumping upgrade project. 


Corporate Objectives for the Next Planning Period 


The corporation will continue to strive to become a profitable coal mining company. One 
challenge will be to compete with alternative fuel sources in a deregulated North 
American electricity market and a competitive international marketplace. In the area of 
sales and marketing, a key priority will be to maximize sales opportunities with Nova 
Scotia Power Inc. In the export market, the corporation will focus on the resumption of 
shipments that are still pending under existing contracts and strategic cargoes aimed at 
developing several niches in Europe. 


The corporation is in the process of developing an environmental management system to 
address issues such as organizational structure, planning activities, and the practices and 
resources necessary to implement and maintain environmental policies. 
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1996/97 1995/96 1994/95 1993/94 1992/93 

FINANCIAL SUMMARY ($ million); financial year ending March 31 

Financial Position 

Total assets 252.6 259.5 367.0 379.9 356.8 

Loans from private sector 0.0 0.0 0.0 0.0 356.8 

Loans from Canada 43.5 15.0 sit) 5.0 0.0 

Shareholder’s equity 78.4 65.0 272.4 267.7 250.6 

Operations 

Revenues VOyeS 188.4 235.4 231.8 266.0 

Net income (30.1) (207.4) (20.7) (19.3) (43.0) 

Funding from Canada 

Budgetary 43.5 0.0 25.4 38.5 BHO) 

Change in budgetary funding - -100% -34% 24% 0% 

Non budgetary (loans and investments) 0.0 10.0 0.0 5.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 30.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 1,894 2,001 2,203 2249) 2,335 
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DEFENCE CONSTRUCTION (1951) LIMITED 


Chairperson Reginald W. Lewis 


President and Ross Nicholls 
Chief Executive Officer 


Head Office Place de Ville 
Tower B, 17th Floor 
112 Kent Street 
Ottawa, Ontario, K1A OK3 
Telephone: (613) 998-9548 
Facsimile: (613) 998-1061 
E-mail: dccho@smtp.gc.ca 


Incorporation and Status | 1951 by the Defence Production Act (R.S.C. 1985, c. D- 
1); continued under the Canada Business Corporations 
Act, November 21, 1978; Schedule III, Part I of the 
Financial Administration Act; an agent of Her Majesty. 


Appropriate Minister The Honourable Alfonso Gagliano, P.C., M.P. 
Minister of Public Works and Government Services 


Auditor Auditor General of Canada 








Mandate and Background 

Defence Construction (1951) Limited (DCC) contracts for and supervises major military 
construction and maintenance projects for the Department of National Defence (DND). 
DND, as owner and design authority, provides DCC with the necessary land and funding, 
as well as with complete drawings and specifications. To March 31, 1997, DCC has been 
fully funded by DND through its capital budget. 


Products and Services 

The corporation provides service in four areas. These are: 1) architectural and 
engineering consultant contracting and consultant contract administration; 2) construction 
contracting; 3) construction contract management, including supervision and inspection 
of the work; and 4) the provision of project management services in support of DND’s 
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environmental program. All contract management work is carried out from offices on 
individual Canadian Forces’ Bases. 


Corporate Highlights 


During 1996/97, DCC put in place $589 million worth of construction and engineering 
consulting work — the largest absolute dollar volume of work in the 46 years of its 
existence. Some of this work was in some measure different from the work that the 
corporation usually performs. Contracting and contract management of a large amount of 
design/build work is one example. 


DND adopted “optionality” for having its service needs met, including the delivery of the 
departmental construction program. In response to the change, DCC has moved from an 
appropriations-based mode of operation to full cost-recovery or service billing. A 
secondary internal response to optionality has been to re-emphasize the corporation’s 
core competencies. 


Performance 


The following table highlights the results achieved against planned objectives for 
1996/97: 


1995/96 | 1996/97 | 1996/97 
Strategy Performance Indicators Actual | Target | Actual 


—— Site salaries/Payments on construction 
contracts (%) 

Uiationate dT 
[foverteadrOperatingeoss@_—_—_—_—~+fasT [2030 [2s 
Timeliness of contracting (working days) 2 
8 


Timeliness of contract completions 64.4 No set 
(against original completion dates) (%) target* 
Change order values (% of award values) el No set 3 
target* 
Service Quality | Client satisfaction rating (%) 


* DCC tracks these data in order to provide useful information to clients. The corporation does not have 
sufficient control over the factors contributing to performance in either of these areas to be able to monitor 
against industry benchmarks or internally pre-established targets. 

















** A redesigned questionnaire will go into use in 1997/98 because the results obtained for this indicator 
have been consistently high over a number of years. 
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DCC’s performance indicator targets are set in relation to private-sector benchmarks. 


In 1996/97, DCC met all of its performance indicator targets, with the exception of 
overhead as a percentage of operating costs. Because of changes in the environment, 
most notably the move to a service-billing basis of operation, the corporation’s 
performance indicators are being re-evaluated. 


Corporate Objectives for the Next Planning Period 
In 1997/98, DCC will concentrate its efforts primarily on service billing and on retaining 
DND’s business under conditions of optionality. 





1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY (5 million; financial year ending March 31 
Financial Position 


Total assets ; 4.0 8X6) 3 2.4 2.6 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans froin Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 0.5 (0.3) (0.2) (0.8) (1.8) 
Operations 
Revenues 18.5 IES) 18.7 18.2 16.0 
Net Income 0.7 (0.1) 0.6 1.0 0.2 
Funding from Canada 
Budgetary 17.6 16.9 18.1 1722 14.8 
Change in budgetary funding 4% -1% 5% 17% 0% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 221 207 210 241 240 
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ENTERPRISE CAPE BRETON CORPORATION 


Chairperson and Chief J. David Nicholson 
Executive Officer 


Head Office 4th Floor 
15 Dorchester Street 
P-O; Box: 1750 
Sydney, Nova Scotia, B1P 6T7 
Telephone: (902) 564-3600 
Facsimile: (902) 564-3825 
Web Site: http://www.ecbc.ca 


Incorporation and Status | 1988 by the Enterprise Cape Breton Corporation Act 
(Part II of the Government Organization Act, Atlantic 
Canada, 1987 (S.C. 1988, c. 50); Schedule III, Part I of 
the Financial Administration Act; an agent of Her 
Majesty. 


Appropriate Minister The Honourable John Manley, P.C., M.P. 
Minister of Industry 


Auditor Auditor General of Canada 






Mandate and Background 


The mandate of the Enterprise Cape Breton Corporation (ECBC) is to promote and assist 
the financing and development of industry on Cape Breton Island, to provide 
employment outside the coal-producing sector and to broaden the base of the local 
economy. 


Products and Services 

The corporation takes a lead role in creating a business environment that fosters 
sustainable job creation and economic growth on Cape Breton Island and the Mulgrave 
area of Nova Scotia. It promotes these objectives through proactive and innovative 
leadership in co-operation with the private and public sectors, and other relevant 
organizations. 
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The corporation addresses long-term economic development needs by providing direct 
assistance to business, investing in strategic economic development infrastructure, 
promoting Cape Breton Island as a tourism and investment destination, and by promoting 
entrepreneurship. The corporation’s activities target the following sectors: cultural 
industries; tourism; knowledge-based industries; aquaculture/horticulture and value- 
added resources; and business services and manufacturing. In addition to its own 
programs, ECBC is responsible for the delivery of the economic development programs 
of the Atlantic Canada Opportunities Agency on Cape Breton Island. 


The corporation owns and operates an industrial park. Other activities include an 
aggressive tourism marketing campaign, and a summer employment program for 
students. 


Corporate Highlights 

The Memorandum of Understanding (MOU) between ECBC and the University College 
of Cape Breton was renewed for an additional five years. Under the MOU, the two 
organizations undertake to work collaboratively to pursue common goals. The renewed 
agreement focuses on a broader range of priorities including tourism, technology, cultural 
and knowledge-based industries, value-added resources, manufacturing and business 
services. 


With other levels of government, educational institutions and groups, the corporation has 
forged partnerships that have led to the growth and development of the technology sector, 
cultural industries, tourism and resource-based industries. A new program was developed 
in partnership with Human Resources Development Canada targeting young 
entrepreneurs interested in establishing their own businesses. 


The corporation initiated a third-party study of its performance with respect to its direct 
support to business activity. The report, prepared by CANMAC Economics Ltd., 
recognized the positive effect of ECBC’s efforts on many aspects of business 
development in Cape Breton. 


Performance 
ECBC participated in approximately 550 projects during 1996/97. 


The corporation continued to support and promote tourism through various projects. In 
addition to an aggressive tourism marketing campaign developed and implemented by the 
corporation in partnership with industry, major projects have included the ongoing 
development of the tourism industry through the enhancement of attractions such as golf 
courses and theatre. In addition, ECBC assisted in a community-based initiative to 
organize a series of special events and festivals to commemorate the 500th anniversary of 
John Cabot’s arrival in North America. 
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In addition to direct assistance to businesses, the corporation has taken the lead in 
establishing a resource centre for the primary sectors of agriculture, forestry and 
aquaculture. 


The corporation took a more aggressive role in working with clients to further their 
businesses. In 1996, it estimated that over 50 companies were helped in this way through 
the provision of third-party expertise and counselling services. 


The corporation continued to assist students in their need for seasonal employment and in 
the development of entrepreneurial skills through the Careers Cape Breton Program. In 
its fifteenth year of operation, the program assisted 294 students. Moreover, 28 student 
entrepreneurs started their own summer business. 


Corporate Objectives for the Next Planning Period 


The corporation’s vision is to address the long-term economic development needs of the 
community by facilitating job creation, opportunity identification, investment in strategic 
infrastructure, and the provision of business advice and counselling. 





1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 














Total assets 7.0 4.5 4.5 4.4 5.2 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 4.] oF), 2NZ 2.4 Phe) 
Operations 
Revenues 0.8 09 0.9 tel 1.1 
Net income (13.4) (14.5) (S37) (9.9) (12.4) 
Funding from Canada 
Budgetary 14.7 15.0 15.6 9.8 10.1 
Change in budgetary funding -2% -3% 59% -2% -3% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 47 50 41 45 45 
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EXPORT DEVELOPMENT CORPORATION 


Chairperson Alexander K. Stuart 


President and Ian Gillespie 
Chief Executive Officer 


Head Office 151 O'Connor Street 
P.O. Box 655 
Ottawa, Ontario, KIA 1K3 
Telephone: (613) 598-2500 
Facsimile: (613) 237-2690 
Web Site: http://www.edc.ca 


Incorporation and Status | 1969 by the Export Development Act (R.S.C. 1985, c. E- 
20) (S.C. 1993, c. 26, in force June 10, 1993); Schedule 
II, Part I of the Financial Administration Act; an agent 
of Her Majesty. 


Appropriate Minister The Honourable Sergio Marchi, P.C., M.P. 
Minister for International Trade 


Auditor Auditor General of Canada 





Mandate and Background 

The Export Development Corporation (EDC) was established on October 1, 1969 to 
support and develop, directly or indirectly, Canada’s export trade and Canadian capacity 
to engage in that trade and respond to international business opportunities. 


Products and Services 

EDC’s products and services fall into five general categories: 1) credit insurance 
protecting policy holders against non-payment by their buyers; 2) financing arrangements 
for Canadian exporters; 3) bonding services for exporters; 4) foreign investment 
insurance; and 5) equity and other forms of related investments in projects or companies 
operating abroad. 
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Corporate Highlights 


In response to new Guidelines for Corporate Governance in Crown Corporations and 
Other Public Enterprises issued by the Department of Finance and Treasury Board of 
Canada, EDC established a corporate governance committee of the board of directors to 
assist the board in developing its own approach to governance issues. 


EDC created nine specialized customer teams, focusing on major sectors of the export 
economy, to provide clearer customer focus, satisfaction and responsiveness. 


Performance 


EDC indicated that it has met or exceeded all of its 1996 performance targets while 
serving a record 2,965 customers — approximately 85 percent of which were small and 
medium-sized Canadian enterprises (SMEs). The table below highlights the results 
achieved for the period. 


Overall, business volume grew 28 percent to a record $22 billion; productivity — 
measured by exports supported per dollar spent on administration — increased by 

21 percent; the Customer Satisfaction Index rose from 8.5 to 8.8 out of 10; and net 
income increased from $44 million to $112 million. The higher profit was largely a result 
of higher investment income and lower administrative expenses than projected. 


Business volume in high-risk 
in higher risk markets ($ million) 
markets 


| Retain key Short-term insurance retention rate 
accounts of key accounts (%) 
Increase the Customers served 


number of 
customers served 


Increase internal Productivity ratio ($) 
efficiency (Volume/Admin. expenses) 


| Grow capital base | Net income ($ million) 
to support growth 
in business 





* not available 
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Corporate Objectives for the Next Planning Period 

EDC’s growth strategy will continue to focus on increasing its customer base and the 
amount of business supported by its activities. The corporation has a number of measures 
in place to monitor its performance with respect to its objectives. Additional performance 
measures are to be introduced in 1997. 


In pursuing its growth strategy, the corporation recognizes the need for increased co- 
operation with other financial institutions to ensure that it provides customers with 
comprehensive solutions to their global needs. 





1996 1995 1994 1993 1992 


FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 


Total assets 9,706.0 9,428.0 O37 50) 9,154.0 8,107.2 
Loans from private sector 7,680.0 7,602.0 7,660.0 7,624.0 6,746.2 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity . 1,417.0 17320 1,091.0 895.0 879.2 
Operations 

Revenues 890.0 965.0 844.0 699.0 660.3 
Net income 112.0 44.0 171.0 41.0 44.2 
Funding from Canada 

Budgetary 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding - - - - - 
Non Budgetary (loans and investments) 132.0 38.0 25.0 0.0 0.0 
Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 25.0 0.0 


Canada Account 
Financial position 


Assets administered for Canada 2,899.0 2,812.0 2,641.0 esa 580) 1,906.0 
Budgetary appropriations 135.0 148.0 139.0 162.0 185.0 
EMPLOYMENT 602 55i/ 549 541 a2 
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FARM CREDIT CORPORATION 


Chairperson Donald W. Black 

President and John J. Ryan 

Chief Executive Officer 

Head Office 1800 Hamilton Street 
P.O. Box 4320 


Regina, Saskatchewan, S4P 4L3 
Telephone: (306) 780-8 100 
Facsimile: (306) 780-5875 

Web Site: http://www.fcc-sca.com 


Incorporation and Status | 1959 by the Farm Credit Act (R.S.C. 1993, c. C-95); 


Schedule III, Part I of the Financial Administration Act, 


an agent of Her Majesty. 


Appropriate Minister The Honourable Lyle Vanclief, P.C., M.P. 
Minister of Agriculture and Agri-Food 





Auditor Auditor General of Canada 









Mandate and Background 





The Farm Credit Corporation (FCC) was established in 1959 to deliver specific programs 


of the Government of Canada on a cost-recovery basis and to assist Canadian farmers 


in 


establishing and developing viable farming enterprises by providing long-term credit and 


other financial services. FCC’s legislative mandate was expanded in 1993 to include 
aquaculture, agri-forestry and agri-business. 


The corporation maintains a corporate office in Regina, and it serves its clients from over 


100 offices in farming communities across Canada. 


Products and Services 


The FCC makes mortgage loans to farmers for the purchase of farmland, livestock and 


machinery, permanent farm improvements and debt refinancing. The corporation also 
lends to farmers for the acquisition of agricultural facilities and equipment, and 
participates in joint initiatives with provinces and other institutions. 


Farm Credit Corporation 
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Corporate Highlights 


In response to the recommendations of the Senate Standing Committee on Banking, 
Trade and Commerce, the FCC and the Business Development Bank of Canada have 
partnered to offer joint financing to a number of agri-business and rural development 
initiatives, and have established a referral network. 


The 1997 federal Budget announced a $50 million capital injection to FCC. 


Performance 


FCC approved a record of 12,910 loans with a net value of $1.4 billion. This represents a 
27-percent increase in the number of loan approvals and a 36-percent increase in the 
dollar value compared to last year. Net loan disbursements totalled $1.3 billion, 
representing a 44-percent improvement over last year and exceeding budget by 

30 percent. 


Growth since 1993/94 has largely been attributed to expanded mandate lending. In three 
years, expanded mandate lending has grown to represent 48 percent of new lending. 


At year end, the loans receivable portfolio was at $4.7 billion, representing a 15-percent 
year-over-year increase and surpassing FCC’s target by 4 percent. 


Net income was $40.6 million for the year compared to the budgeted amount of 
$26.2 million. The variance of $14.4 million over budget was largely due to higher net 
interest income than projected. 


Total administrative expenses were $84.1 million for the year compared to $67.3 million 
a year earlier. This 25-percent increase was the result of two factors: 1) the cost of 
operations increased by 11 percent to help manage a 27-percent increase in loan 
approvals; and 2) $9.7 million invested in the first year of a major re-engineering project. 
The administrative expense ratio measures how efficiently the corporation has used its 
core assets in delivering its services. This ratio was 1.86 percent for the year, falling short 
of the target of 1.66 percent and last year’s result of 1.69 percent. 


Corporate Objectives for the Next Planning Period 


Over the next five years, FCC will continue not only to manage the challenge of change, 
but also to excel in offering excellent services and products to the agricultural industry. 
AS indicated in the summary of its 1997 to 2002 Corporate Plan, FCC has set the 
following objectives: 


¢ Develop a support system that fulfils the expectations of customers; 
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- Design and implement business information systems that fulfil the expectations of 
customers; 


* Enhance access to capital and other financial services for agricultural clients; 
« Create an environment that results in dedicated and resilient employees; and 


* Provide financial services to farmers and agri-businesses consistent with government 
objectives for rural economic development. 





1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 





Total assets 5,022.5 4,371.4 3,986.3 SISO 3,623.0 
Loans from private sector 2,485.3 1,730.9 1b2705 1,049.9 798.1 
Loans from Canada 2,016.3 2,115.0 SMM 2.3030 2,417.9 
Shareholder’s equity 457.7 419.8 359.6 316.9 288.6 
Operations 
Revenues 446.6 412.4 385.9 S7/3)5!1 BOIS: 
Net income 40.6 40.4 42.7 28.3 20.4 
Funding from Canada 
Budgetary 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding - - - - - 
Non budgetary (loans and investments) 0.0 220.0 302.0 643.1 265.0 
Payments to Canada 
Loan repayments 134.0 356: 1 354.0 760.0 So 5)i/ 
Dividends Oe 4.0 0.0 0.0 0.0 
EMPLOYMENT 800 2 760 760 718 
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FRESHWATER FISH MARKETING CORPORATION 


Chairperson Sam Murdock 
President and General Ron Fewchuk 
Manager 

Head Office 1199 Plessis Road 


Winnipeg, Manitoba, R2C 3L4 
Telephone: (204) 983-6600 
Facsimile: (204) 983-6497 


Incorporation and Status | 1969 by the Freshwater Fish Marketing Act (R.S.C. 
1985, c. F-13); Schedule III, Part I of the Financial 


Administration Act; an agent of Her Majesty. 


Appropriate Minister The Honourable David Anderson, P.C., M.P. 
Minister of Fisheries and Oceans 


Auditor Auditor General of Canada 









Mandate and Background 
The Freshwater Fish Marketing Corporation (FFMC) was established in 1969 by the 
Freshwater Fish Marketing Act, and with the participation of each of the provinces and 
territory in which it operates, for the purpose of marketing and trading in fish, fish 
products and fish by-products in and outside of Canada. The participation of the 
provinces of Manitoba, Saskatchewan, Alberta, Ontario and the Northwest Territories 
was established by agreement with the Government of Canada. 


The corporation is required to conduct its operations on a self-sustaining basis without 
appropriations from Parliament. The total borrowings of the corporation may not exceed 
$30 million outstanding at any time. 


Products and Services 

FFMC has the exclusive right to trade and market the products of the commercial fishery 
on an interprovincial and export basis. The corporation purchases fish at initial prices 
established by the Board of Directors based upon operational forecasts prepared by the 
corporation and the cost of such purchases included in the cost of sales. Final payments to 
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fishers, if any, are approved by the Board of Directors after the end of the year, based on 
the results of operations for the year. 


Corporate Highlights 

FFMC’s sales of rough fish reached an all-time record. During 1996/97, 4.7 million 
kilograms of freshwater mullet were harvested and sold by the corporation. Production 
and sales of carp increased by 33 percent to 552,000 kilograms. 


The corporation made inroads into the Eastern European whitefish market. It opened new 
markets for northern pike in two countries in the former Soviet Union, and retail sales of 
pike were expanded in North America. 


During the period in review, competition has been fierce on a number of fronts. For 
example, large volumes of European walleye and Alaskan salmon have been offered at 
low prices. The corporation has also faced competition from outside the fish and seafood 
industry, particularly from bargain priced poultry. 


Landings of pickerel, sauger and lake perch have declined significantly. This has sharply 
reduced the corporation’s profitability. Another difficulty faced by the corporation has 
been fluctuations in currency values, which hurt its sales and earnings in Europe. 


Performance 


In 1996/97, revenues decreased to $43 million from $47.1 million during the previous 
year. The surplus generated for final payments to fishers amounted to $180,000 compared 
to $2.75 million in 1995/96. 


Corporate Objectives for the Next Planning Period 

The corporation will continue to undertake its fish marketing activities with the 
objectives of maximizing returns to fishers, promoting international markets, and 
increasing interprovincial and export trade in fish. 
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1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY ($ million); financial year ending April 30 
Financial Position 

















Total assets 20.1 20.6 Nie 159 19:2 
Loans from private sector 13.4 13.8 10.5 9.4 12.6 
Loans from Canada 0.0 0.0 1.0 0.5 0.8 
Shareholder’s equity 4.2 4.2 4.2 4.2 4.0 
Operations 
Revenues 43.0 47.1 43.7 38.8 45.8 
Net income 0.0 0.0 0.0 0.2 O2 
Funding from Canada 
Budgetary 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding - - - - - 
Non budgetary (loans and investments) 0.0 0.0 0.5 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 1.0 0.0 OR) 4.6 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 32 33 38 38 40 
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GREAT LAKES PILOTAGE AUTHORITY, LTD. 


Chairperson and Chief Richard G. Armstrong 
Executive Officer 


Head Office Second Floor 
202 Pittestreet 
Cornwall, Ontario, K6J 3P7 
Mailing Address: P.O. Box 95 (K6H 5R9) 
Telephone: (613) 933-2991 
Facsimile: (613) 932-3793 
E-mail: glpa@apl.gc.ca 


Incorporation and Status | 1972 pursuant to the Pilotage Act (R.S.C. 1985, c. 
P-14); incorporated under the Canada Corporations Act 
in May 1972 as a subsidiary of The St. Lawrence 
Seaway Authority; 1s deemed to be a parent corporation 
within the meaning of the Financial Administration Act 
and is listed in Schedule III, Part I of that Act; not an 
agent of Her Majesty. 





Appropriate Minister The Honourable David Collenette, P.C., M.P. 
Minister of Transport 





Auditor Auditor General of Canada 









peas Bs 


Mandate and Background 
The Great Lakes Pilotage Authority, Ltd. was established in 1972 to operate, maintain 
and administer a safe and efficient pilotage service in all Canadian waters in the 
provinces of Ontario and Manitoba and in Quebec south of the northern entrance to the 
St. Lambert Lock. 


Products and Services 

In addition to providing pilotage services, the authority with the approval of the Governor 
in Council makes regulations that prescribe the compulsory pilotage areas; the ship or 
classes of ships that are subject to compulsory pilotage; when compulsory pilotage may 
be waived; the tariff rates for pilotage; and the classes of licences and classes of pilotage 


certificates that may be issued. 
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Corporate Highlights 


For the fourth consecutive year, the authority realized an operating surplus without 
increasing tariffs. 


Three-year collective agreements that will expire in 1999 were negotiated with all pilot 
groups. 


The year 1997 marks the 25" Anniversary of the promulgation of the Pilotage Act and 
the subsequent incorporation of the authority. 


Performance 


The authority reported revenues of $12.7 million — an increase of $1.3 million from the 
previous year. Expenses totalled $11.6 million, resulting in a net profit for the year of 
$1.0 million. Total pilotage assignments increased by 17 percent over 1995 and ocean 
vessel arrivals at St. Lambert Lock, the entry to the system, increased by 179 compared to 
1993: 


The authority reported an accident-free record of 99.4 percent for the year. The following 
table highlights the performance results reported for the period. 


1996 1996 1995 
Performance Measures Forecast Actual Actual 


Average human resources 

Pilot assignments performed 

Accident-free assignments (%) 

Average cost of performing an assignment ($) 


















Corporate Objectives for the Next Planning Period 


The authority’s objective is to continue to provide a safe and efficient pilotage service 
within certain designated Canadian waters in and around the provinces of Ontario, 
Manitoba and Quebec. 
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FINANCIAL SUMMARY ($ million); financial year ending December 31 


Financial Position 


Total assets 10.5 
Loans from private sector 0.0 
Loans from Canada 0.0 
Shareholder’s equity 4.0 
Operations 

Revenues Wai 
Net income 1.0 


Funding from Canada 








Budgetary 0.0 

Change in budgetary funding . 

Non budgetary (loans and investments) 0.0 

Payments to Canada 

Loan repayments 0.0 

Dividends 0.0 
EMPLOYMENT 78 
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HALIFAX PORT CORPORATION 


Chairperson Mervyn C. Russell 


President and David F. Bellefontaine 
Chief Executive Officer 


Head Office Pier 19, 1215 Marginal Road 
P.O. 80x36 
Halifax, Nova Scotia, 
B3J ZP6 
Telephone: (902) 426-3643 
Facsimile: (902) 426-7335 
Web Site: http://fox.nstn.ca/mrkting 


Incorporation and Status | 1984 letters patent of incorporation pursuant to 
subsection 25 (1) of the Canada Ports Corporation Act 
(R.S.C. 1985, c. C-9); Schedule III, Part II of the 
Financial Administration Act; an agent of Her Majesty. 





Appropriate Minister The Honourable David Collenette, P.C., M.P. 
Minister of Transport 


Auditor Doane Raymond 





Mandate and Background 
The Halifax Port Corporation was established in 1984 to administer, manage and control 


the Halifax harbour, and works and property within the harbour. 


Products and Services 
The corporation is an autonomous local port corporation that provides services for 
Canada’s international shipping trade in the Halifax Port area. 


The port's business includes breakbulk cargo, grain and cruise vessel traffic. 
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Corporate Highlights 


1996 was the fourth consecutive year for which the corporation reported an increase in its 
net income over that of the previous year. 


Performance 


The corporation achieved its major objectives, which are to continuously increase its 
container volumes, expand its non-container revenue base, maintain financial self- 
sufficiency and increase the efficiency and functionality of its facilities. In brief, 
container volumes increased in 1996 compared with the previous year even though there 
was an extraordinary surge in container cargo in 1995 due to the Montreal 
longshoremen’s strike. Breakbulk cargo, grain and the cruise business all posted 
significant gains, further reducing the corporation’s reliance on the volatile container 
trade. Two major capital projects were initiated and, when completed, will result in 
improved container handling capability. 


Total port cargo was 12.9 million tonnes, down | percent from the previous year. The 
decline was the result of a reduction in fuel oil handled at the local refineries. 
Containerized cargo grew by | percent to 3.2 million tonnes. Waterborne grain volumes 
increased by 19 percent to 363,196 tonnes. Further increases in grain volumes can be 
expected in the future due to the recently completed expansion to the local Dover Mills 
plant. The number of cruise vessel calls was up by 18 percent to 46, and the passenger 
count was up by 21 percent to 36,584. 


The corporation reported a net income of $3.1 million for 1996 — an increase of 

73 percent from the previous year. Revenue from operations, not including investment 
income or gains on disposal of fixed assets, grew by 3.4 percent to $13.1 million. The 
growth was due entirely to increased cargo, vessel and rental activities as tariff rates 
remained unchanged for the sixth consecutive year. 


Operating expenses decreased by 5.3 percent to $10.9 million in 1996. Most of the 
decrease was due to the $1 million reduction in maintenance and National Office costs. 


In 1996 the corporation paid a dividend to Canada of $178,577 in respect of its 1995 
financial results. Based on the corporation's 1996 financial performance, the forecast 
payment for 1997 is approximately $450,000. 


Corporate Objectives for the Next Planning Period 

The Halifax Port Corporation’s major objectives are to: 

- Increase container volumes on average by not less than 4 percent per annum between 
1995 and 2001; 

- Expand its non-containerized revenue base; 


- Maintain sufficient income and cash flow levels to satisfy the port’s financial 
requirements; 
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Increase the efficiency and/or functionality of the port’s facilities; and 


Enhance productivity and give employees opportunities for training, development 


and personal growth. 














1996 1995 1994 1993 1992 

FINANCIAL SUMMARY (§$ million); financial year ending December 31 

Financial Position 

Total assets 74.7 69.4 67.5 66.3 65.9 

Loans from private sector 0.0 0.0 0.0 0.0 0.0 

Loans from Canada 0.0 0.0 0.0 0.0 0.0 

Shareholder’s equity 68.2 65.4 63.6 63.1 62.8 

Operations 

Revenues 14.0 133 ey 11.2 Vile? 

Net income Sul 1.8 0.5 0.3 0.0 

Funding from Canada 

Budgetary 0.0 0.0 0.0 0.0 0.0 

Change in budgetary funding - - - - - 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 2) 

Dividends 0.2 0.2 0.0 0.0 0.1 
EMPLOYMENT 65 63 68 63 88 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 





Chairperson Gordon Smith 











President and Maureen ONeil 
Chief Executive Officer 


Head Office 250 Albert Street 
P.O. Box 8500 
Ottawa, Ontario, KI1G 3H9 
Telephone: (613) 236-6163 
Facsimile: (613) 238-7230 
Web Site: http://www.idrc.ca 


Incorporation and Status | 1970 by the /nternational Development Research Centre 
Act, (R.S.C. 1985, c. I-19); exempt from provisions of 
Divisions I to IV of Part X of the Financial 
Administration Act; not an agent of Her Majesty. 


Appropriate Minister The Honourable Lloyd Axworthy, P.C., M.P. 
Minister of Foreign Affairs 


Auditor Auditor General of Canada 





Mandate and Background 

The International Development Research Centre (IDRC) initiates, encourages, supports 
and conducts research into the problems of the developing regions of the world. It also 
promotes and carries on research into the means for applying and adapting scientific, 
technical and other knowledge to the economic and social advancement of those regions. 


Products and Services 

IDRC has structured its programs along the lines of issues or themes and the knowledge 
required to address them rather than in terms of traditional disciplines such as economics, 
health or agriculture. IDRC’s programming is based on the following six themes: 1) 
biodiversity conservation; 2) equity in natural resource use; 3) food security; 4) 
information and communication; 5) strategies and policies for healthy societies; and 6) 
sustainable employment. 
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Corporate Highlights 

1996 marked the end of IDRC’s first Corporate Program Framework, which has guided 
IDRC’s programming for the past four years. In October, the Board of Governors 
approved a new triennial plan that confirmed IDRC’s thematic structure and its search for 
effective, holistic solutions to development challenges. 


Connecting to the World, a report drafted by a task force of leading Canadian experts, 
was released in November 1996. Sponsored by IDRC, the International Institute for 
Sustainable Development and the North-South Institute, the report recommended that 
Canada dedicate 15 percent of its official development assistance to activities that 
improve the gathering, use and sharing of knowledge. 


IDRC’s Business Development Office was established during the past fiscal year to 
co-ordinate IRDC’s revenue-diversification efforts through the co-funding of projects 
with other multilateral organizations and foundations, joint partnerships with the private 
sector and contract research. 


Performance | 

In 1996/97, IDRC concentrated its efforts on three priorities: 1) refining its program 
orientation; 2) building on opportunities emerging from co-funding and other partnership 
ventures; and 3) making the centre a more efficient and effective instrument for 
supporting multidisciplinary development research. 


Revenues received from outside sources to expand its program activities or for the 
management of special activities on behalf of the other organizations reached a new high 
of $20.5 million, representing a growth rate of 34.7 percent. This increase was largely 
due to the growth in co-funding activities administered by IDRC. Interest income 
declined slightly as a result of lower average yields earned on investments. 


Expenditures in 1996/97 were in line with the revised budget. IDRC’s total expenditures 
of $119 million were slightly lower than the $119.9 million reported in the previous year, 
which included restructuring costs of $5.5 million. Moreover, in 1996/97, IDRC amended 
its policy on the amortization of capital assets, and obsolete computer equipment was 
written down to its current market value. These changes added $1.2 million to operational 
costs. In addition, general management expenditures declined by $1.2 million from the 
previous year. 


Corporate Objectives for the Next Planning Period 

IDRC has adopted a multidisciplinary approach to solving development problems. Under 
the general umbrella of the six themes, the corporation now funds research through 
specific program initiatives managed by multidisciplinary teams. IDRC’s firm belief is 
that the growing severity, intractability, and urgency of the problems related to global 
poverty justify the risks inherent in this change. 
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1996/97 1995/96 1994/95 1993/94 1992/93 

FINANCIAL SUMMARY ($ million); financial year ending March 31 

Financial Position 

Total assets 355 46.3 43.3 41.3 18.1 

Loans from private sector 0.0 0.0 0.0 0.0 0.0 

Loans from Canada 0.0 0.0 0.0 0.0 0.0 

Shareholder’s equity 9.2 Jal 26.0 24.9 0.1 

Operations 

Revenues 122.8 LITO 132.5 1334 et 

Net income Dal 1.8 ite 24.9 eS 

Funding from Canada 

Budgetary OT 103.4 blithe) 142.0 Terral 

Change in budgetary funding -6% -8% -21% 21% 1% 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 357 423 470 467 459 
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LAURENTIAN PILOTAGE AUTHORITY 


Chairperson and Chief Jean-Claude Michaud 
Executive Officer 


Head Office 6th Floor 
715 Victoria Square 
P.O. Box 680, Stock Exchange Tower 
Montreal, Quebec, H4Z 1J9 
Telephone: (514) 283-6320 
Facsimile: (514) 496-2409 
E-mail: ap] @apl.gc.ca 


Incorporation and Status | 1972 pursuant to the Pilotage Act (R.S.C. 1985, 
c. P-14); Schedule III, Part I of the Financial 
Administration Act; not an agent of Her Majesty. 


Appropriate Minister The Honourable David Collenette, P.C., M.P. 
Minister of Transport 
Auditor Auditor General of Canada 





Mandate and Background 

The Laurentian Pilotage Authority was established in 1972 to operate, maintain and 
administer a safe and efficient pilotage service in the St. Lawrence River between Les 
Escoumins and the north end of the St. Lambert Lock, in the Saguenay River and in 
Chaleur Bay north of Cap d’Espoir. 


Products and Services 

In addition to providing pilotage services, the authority with the approval of the Governor 
in Council makes regulations that prescribe the compulsory pilotage areas; the ship or 
classes of ships that are subject to compulsory pilotage; when compulsory pilotage may 
be waived; the tariff rates for pilotage; and the classes of licences and classes of pilotage 
certificates that may be issued. 
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Corporate Highlights 

Two important labour negotiations were concluded during the year. The collective 
agreement between the authority and the Public Service Alliance of Canada was renewed 
for a five-year period in October 1996. The agreement, which relates to pilot dispatchers 
and office staff, provides for a salary freeze in the first year and a cost-of-living 
adjustment for the following four years. On September 3, 1996, the pilot service contract 
with the Mid St. Lawrence River Pilots was renewed. This contract provides for no 
increase in pilot fees for the first year, an increase of 1.5 percent for the second and 

2 percent for the third. 


According to the National Marine Policy, parliamentary appropriations are no longer 
available to the authority to defray any cash operating losses. As a result, the Minister of 
Finance authorized the authority to have recourse to short-term borrowings for an amount 
not exceeding $3 million. 


A $2.4 million loan amortized over 15 years was authorized for the construction and 
acquisition of the new pilot boat Charlevoix. 


A revised tariff for pilot boat services came into effect on January 1, 1997. 


The authority considered options for merging its two dispatch centres into one. The status 
quo will be maintained because the immediate merger would require significant cash 
outlays that the authority cannot presently afford. This project is to be reviewed again in 
five years. 


Performance 

The authority reported 21,342 pilotage assignments compared to 21,973 in 1995 —a 
decrease of 2.9 percent. Of the 21,342 assignments, 21,319 were without incident. This 
represents an incident-free record of 99.9 percent. 


Total 1996 revenues of $36 million were nearly $1.7 million higher than in 1995 while 
total 1996 expenses of $38.8 million were $300,000 higher than in 1995. Despite the 
larger increase in revenues, the authority recorded a net loss of $2.8 million in 1996. Its 
1995 net loss was $4.2 million. 


Corporate Objectives for the Next Planning Period 


The authority’s objective is to continue to provide a safe and efficient pilotage service 
within certain designated Canadian waters in and around the Province of Quebec. 
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1996 1995 1994 1993 1992 

FINANCIAL SUMMARY (§$ million); financial year ending December 31 

Financial Position 

Total assets es) 10.6 8.1 6.9 71 

Loans from private sector Soll 1.8 0.4 0.8 en 

Loans from Canada 0.0 0.0 0.0 0.0 0.0 

Shareholder’s equity (1.6) OSes ke 0.1 (0.7) (0.3) 

Operations 

Revenues 36.0 34.4 33.4 27.0 ALLS 

Net income (2.8) (4.2) (3.2) (6.0) (4.9) 

Funding from Canada 

Budgetary 0.7 4.5 5.0 6.2 6.3 

Change in budgetary funding -84% -9% -19% -2% 30% 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 217 222 241 245 256 
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MARINE ATLANTIC INC. 


Chairperson Moya Cahill 


President and Roderick J. Morrison 
Chief Executive Officer 


Head Office 100 Cameron Street 
Moncton, New Brunswick, ElC 5Y6 
Telephone: (506) 851-3600 
Facsimile: (506) 851-3786 
Web site: http://www.marine-atlantic.ca 


Incorporation and Status | 1979 by the Canada Business Corporations Act. Status 
and ownership changed as of December 31, 1986 
pursuant to the Marine Atlantic Inc. Acquisition 
Authorization Act (S.C. 1986, c. 36); Schedule III, Part I 
of the Financial Administration Act; not an agent of Her 
Majesty. 





Appropriate Minister The Honourable David Collenette, P.C., M.P. 
Minister of Transport 








Auditor KPMG 
Auditor General of Canada 






Mandate and Background 

Marine Atlantic Inc. became a Crown corporation in 1986. Its mandate is to acquire, 
establish, manage and operate a marine transportation service; a marine maintenance 
repair and refit service; a marine construction business and any related service. 


Products and Services 

Marine Atlantic Inc. provides marine ferry services in Atlantic Canada. In 1996, it 
operated 11 ships and chartered two others. The company’s 1996 operations included 
ferry services between North Sydney, Nova Scotia and Port aux Basques, Newfoundland, 
and between Cape Tormentine, New Brunswick and Borden, Prince Edward Island. The 
company also provided a year-round link between Saint John, New Brunswick and 
Digby, Nova Scotia. 
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Seasonal ferry services were provided between Labrador and Newfoundland, between 
North Sydney, Nova Scotia and Argentia, Newfoundland, and between Yarmouth, Nova 
Scotia and Bar Harbor, Maine. 


Corporate Highlights 

Marine Atlantic Inc. became the first Canadian shipping company and the first ferry 
operator in North America to receive International Safety Management (ISM) 
certification. 


The Bay of Fundy ferry services were transferred to a private operator. In addition, the 
opening of the Confederation Bridge on May 31, 1997 marked the end of Marine 
Atlantic’s ferry service between New Brunswick and Prince Edward Island. 


Performance 

Non consolidated revenues were $94.3 million. Government operating subsidies 
amounted to $67.6 million, which represented a $22-million reduction from the 1995 
subsidy of $89.6 million. This financial improvement was attributable to a number of 
factors. These included: 1) better matching of vessel capacity to demand; 2) the 1995 
transfer of the Newfoundland south coast service to the province and the retirement of the 
MV Taverner; 3) the introduction of seasonal service for the MV Bluenose; and 4) a mild 
winter, which reduced fuel consumption. 


The company reported a net loss of $75.3 million compared to a net profit of $0.9 million 
in 1995. The loss was attributed mainly to the high restructuring costs associated with the 
discontinuation of various services. 


Total traffic was at the highest level ever, while the subsidy required from Transport 
Canada plunged to a new low. The company transported 2,758,000 passengers, 
964,036 vehicles, and 291,906 commercial vehicles. In its Labrador service, Marine 
Atlantic carried over 50,000 tonnes of freight. 


Corporate Objectives for the Next Planning Period 

Restructuring costs associated with the discontinued services, in the amount of 

$75.5 million, will be spread over 1997 and 1998, and will increase the overall subsidy 
requirement to $114.1 million and $56.8 million respectively. 


The company will continue to look into all facets of its operations to ensure that 
employees are well trained and productive, and that practices and procedures make the 
best use of new technology. Other objectives will be to ensure that ships and terminals 
are safe, and that customer service levels reach all-time high ratings. 
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1996 1995 1994 1993 1992 

FINANCIAL SUMMARY (§$ million); financial year ending December 31 

Financial Position 

Total assets 326.1 352.4 396.1 403.1 414.3 

Loans from private sector 0.0 0.0 0.0 0.0 0.0 

Loans from Canada 0.0 0.0 0.0 0.0 0.0 

Shareholder’s equity (87.6) (12.3) (GUS), 2) (13.4) (1321) 

Operations 

Revenues 163.4 S551 88.6 81.2 77.4 

Net income (53) 0.9 0.2 (0.3) (0.3) 

Funding from Canada 

Budgetary 85.7 97.1 108.7 128.3 122.8 

Change in budgetary funding -12% -11% -15% 4% -3% 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 2,011 2,019 2,110 PE MDT PNAS) 
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MONTREAL PORT CORPORATION 


Chairperson Raymond Lemay 


President and Dominic J. Taddeo 
Chief Executive Officer 


Head Office Montreal Port Building 
Cité du Havre, Wing No. 1 
Montreal, Quebec, H3C 3R5 
Telephone: (514) 283-7042 
Facsimile: (514) 283-0829 


Incorporation and Status | 1983 by letters patent of incorporation pursuant to 
subsection 25(1) of the Canada Ports Corporation Act 
(R.S.C. 1985, c. C-9); Schedule III, Part II of the 
Financial Administration Act; an agent of Her Majesty. 





Appropriate Minister The Honourable David Collenette, P.C., M.P. 
Minister of Transport 

Auditor Samson Bélair 
Deloitte & Touche 





Mandate and Background 
The Montreal Port Corporation was established in 1983 to administer, manage and 
control the Montreal harbour, and works and property within the harbour. 


Products and Services 
The corporation is an autonomous local port corporation that provides services for 
Canada’s international shipping trade in the Montreal port. 


The port’s business includes the handling of containers, non-container general cargo, and 
dry and liquid bulk traffic. 
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Corporate Highlights 


In 1996 the port handled a record number of containers and containerized general cargo 
tonnage. The corporation reported that statistics show that the Port of Montreal handles 
more North Atlantic container cargo than any other port on North America’s eastern 
seaboard. 


The corporation reported net earnings for a 17" consecutive year and noted that, 
according to a study carried out last autumn for Transport Canada by Nesbitt Burns, the 
Montreal Port Corporation is the local port corporation that is in the best financial shape. 


The corporation undertook various initiatives, both tariff and non-tariff related, to make 
the port more competitive. These included reducing wharfage charges on steel products 
by 43 percent, continuing a freeze on almost all of its general tariffs, and together with 
the Maritime Employers Association creating a training centre for longshoremen and 
checkers. The corporation invested more than $1 million in the training facility that 
includes a high-tech crane simulator. 


The corporation held public information sessions on a project for the selective dredging 
of underwater shoals in the channel between Montreal and Cap-a-la-Roche. This project 
would increase the ensured minimal water depth in the channel by 30 centimetres in order 
to optimize vessel loading, particularly during low-water periods. 


Performance 

The corporation indicated that the Port of Montreal performed much better than its rivals 
in the competitive containerized cargo market. Containerized general cargo in 1996 
increased by 11.3 percent to reach an unprecedented 7.9 million tonnes. The port handled 
126,095 containers more than in 1995. Moreover, despite a decrease in petroleum 

_ products, total traffic reached 19.9 million tonnes — an increase of 3.7 percent. 


General cargo traffic including containers reached a record 8.4 million tonnes — an 
increase of 9.9 percent over 1995. Dry bulk traffic totalled 6.2 million tonnes — an 
increase of 4.7 percent. Total grain traffic of 1.4 million tonnes, however, was 

12.2 percent lower than in 1995. The poor autumn 1995 harvest hurt all St. Lawrence 
River grain elevators throughout most of 1996, and early snowfalls on the Prairies last 
year delayed deliveries to the Montreal Port’s grain elevator. Liquid bulk traffic was 
down 6 percent as a result of a decrease in petroleum products. 


The corporation’s net earnings reached $11.8 million — compared with $9.3 million in 
1995. Revenue from operations totalled $56.2 million — an increase of 3 percent. 


In 1996 the corporation paid a dividend to Canada of $2.4 million in respect of its 1995 
financial results. Based on the corporation’s 1996 financial performance, the forecast 
dividend payment for 1997 is approximately $3.2 million. 
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Corporate Objectives for the Next Planning Period 
The Montreal Port Corporation’s major objectives are to: 


- Maintain the competitiveness of the port system and promote business development; 
¢ Improve intermodal access to port installations; 


¢ Generate average operating incomes that exceed 5 percent of operating revenues 
over the period; 


¢ Optimize efficiency of human resources; 


¢ Explore the possibility of expanding the port at Contrecoeur. 





1996 1995 1994 1993 1992 


FINANCIAL SUMMARY (5 million); financial year ending December 31 
Financial Position 


Total assets 250.9 243.8 235.4 226.6 2229 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada BE) 35 4.1 4.7 5.2 
Shareholder’s equity 23183 22109 214.9 2093 204.6 
Operations 
Revenues 61.9 60.4 61.5 56.3 57.4 
Net income 11.8 O18 8.7 11.4 5.0 
Funding from Canada 
Budgetary 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding - - - - - 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.6 0.6 0.6 0.5 0.5 
Dividends 2.4 2.3 onl 6.8 1S 
EMPLOYMENT 835 349 349 349 401 
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NATIONAL ARTS CENTRE CORPORATION 


Chairperson Jean Thérése Riley 


Director and John Cripton 
Chief Executive Officer 


Head Office 53 Elgin Street 
P.O. Box 1534, Station B 
Ottawa, Ontario, KIP 5W1 
Telephone: (613) 996-5051 
Facsimile: (613) 996-9578 
Web Site: http://www.nac-cna.ca 


Incorporation and Status | 1966 by the National Arts Centre Act (R.S.C. 1985, c. 
N-3); exempt from the provisions of Divisions I to IV of 
Part X of the Financial Administration Act; not an agent 
of Her Majesty; a charitable organization for the 
purposes of the Income Tax Act. 


Appropriate Minister The Honourable Sheila Copps, P.C., M.P. 
Minister of Canadian Heritage 


Auditor Auditor General of Canada 





Mandate and Background 
The National Arts Centre Corporation (NAC) was established in 1966 to play a 
leadership role in fostering artistic excellence in all of the performing arts disciplines. 


Products and Services 

The NAC operates and maintains the National Arts Centre, develops the performing arts 
in the National Capital Region and assists the Canada Council in the development of the 
performing arts elsewhere in Canada. 


Corporate Highlights 
Significant events that occurred during 1995/96 included the hiring of new artistic, 
financial and administrative leadership, the implementation of co-ordinated strategic 
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Theatre 





planning, streamlined business systems and improved internal and external 
communications. 


Performance 

The 1995/96 renewal process has brought about significant changes to several fronts, 
most noticeably in the level of programming. Overall, the NAC maintained attendance at 
623,638 at 1,142 performances compared with total attendance of 627,881 at 1,196 
performances in the preceding season. However, Dance and Special Projects attendance 
fell by more than 23 percent. Forty-seven fewer English Theatre performances translated 
into a | percent decline in attendance while revenues dropped almost $100,000. The 
French Theatre realized a 1,545 increase in attendance and a $74,284 increase in box 
office and subscription revenue. 


The NAC improved its financial position in 1995/96 compared to previous years. The 
"quick ratio" (1.e., cash plus receivables/total current liabilities) of 0.97 in 1995/96, 
compared with the previous 10-year average of 0.57, marked an important milestone for 
the corporation and means that it was very close to achieving liquidity. Moreover, 
marked improvement occurred in the NAC’s current ratio (total current assets/total 
current liabilities) indicating an increase in working capital for the period. NAC’s 
operating costs exceeded revenue by about $19.5 million. After the parliamentary 
appropriation, it reported a loss of $636,000, mainly due to the write-off of $122,400 in 
production materials and office supplies and the charging of $500,000 in major repairs to 
expense instead of capital expenditure. The following table highlights the results 
achieved for the period. 


No. of 
e Performances Attendance Capacity (% Reve 





145,560 | 150,020 $2,856,832 | $3,111,929 
68,170 4 8 


56 84 | 52,138 7 78 | $1,269,170 | $1,652,878 
Special 
Projects 
English 448 401 | 148,315 | 149,878 75 | $1,406,864 | $1,503,671 
Theatre 
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Corporate Objectives for the Next Planning Period 


The NAC will continue to concentrate on being a program-focused cultural institution 
with a regional and national mandate to develop the performing arts in all disciplines. 


Given the reduction in federal government funding, the NAC will continue to look for 
alternative delivery mechanisms to deliver its programs at a lower cost and to larger 
audiences. Co-productions are one example. In addition, it will pursue alternative funding 
sources, including fundraising, sponsorship and commercial operations. 





1995/96 1994/95 1993/94 1992/93 1991/92 


FINANCIAL SUMMARY (5 million); financial year ending August 31 
Financial Position 











Total assets 19.8 19.4 20.0 17.6 16.5 
Loans from private sector 0.0 0.3 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 9.7 10.4 10.1 9.8 Sy 
Operations 
Revenues 15.8 Kia SI 14.8 18.7 
Net income (19.5) (20.4) Crp (21.5) (21.0) 
Funding from Canada 
Budgetary 20.6 15.6 24.2 DIS LO 
Change in budgetary funding 32% -36% 13% 10% -19% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 296 262 285 281 307 
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NATIONAL CAPITAL COMMISSION 


Chairperson Marcel Beaudry 


Executive Vice-President | Roger Légaré 
and General Manager 


Head Office 40 Elgin Street 
Ottawa, Ontario, KIP 1C7 
Telephone: (613) 239-5555 
Facsimile: (613) 239-5039 
Web Site: http://www.capcan.ca 


Incorporation and Status | 1958 by the National Capital Act (R.S.C. 1985, c. N-4); 
amended in 1988 (S.C. 1988, c. 54); Schedule I], Part I 
of the Financial Administration Act; an agent of Her 
Majesty. 


Appropriate Minister The Honourable Sheila Copps, P.C., M.P. 
Minister of Canadian Heritage 


Auditor Auditor General of Canada 





Mandate and Background 


The National Capital Commission (NCC) prepares, plans for, and assists in the 
development, conservation and improvement of the National Capital Region (NCR). It is 
also responsible for organizing, sponsoring and promoting public activities and events in 
the NCR to enrich the cultural and social fabric of Canada. 


Products and Services 


The NCC provides leadership in promoting national pride and unity through the capital 
and its region, developing innovative programming and messages, and by implementing a 
responsible business approach to NCC operations. As a major landowner in the NCR, the 
NCC manages and maintains its own lands and looks after properties on behalf of others, 
including the Official Residences of Canada. 
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NCC’s holdings include Gatineau Park, the Greenbelt and a variety of urban lands, as 
well as 256 kilometres of roads, paths and parkways, more than 30 bridges, and 750 
leased properties. 


Corporate Highlights 


The revised Plan for Canada’s Capital — the document that will guide the future 
development and use of NCC land — underwent intensive discussion with planning 
partners. This plan is slated for completion in 1997/98. 


During the period in review, an agreement was reached to obtain, from private 
companies, property management and leasing services, as well as maintenance and 
recreational services in Gatineau Park. 


The NCC introduced its own Web site offering orientation and information to electronic 
travellers from Canada and around the world. 


Various initiatives were undertaken to promote and animate the National Capital Region. 
These included the development of an integrated delivery plan for activities promoting 
Canadian unity; the co-ordination of outreach and marketing; the opening of the Capital 
Infocentre; and the development of cost-effective partnerships. 


Performance 

During the period in review, the NCC worked to achieve its planning objectives through 
four activities. These included: 1) completing revision of the Plan for Canada’s Capital; 
2) continuing the planning cycle through the completion of various master and sector 
plans; 3) harmonizing NCC plans with those of local and regional governments; and 4) 
supporting the generation of sustainable revenue from land holdings. 


The NCC also focused on a number of programming objectives including the 
development of an integrated delivery plan for promoting Canadian unity and celebration 
plans for the new millenium. It also developed Canada’s Capital On-Line project, open 
the Capital Infocentre, and worked to reduce costs and increase user revenues. 


1996/97 was a year of significant consolidation toward the goal of a smaller commission. 
The NCC continued to adjust to the effects of commercialization by selling its fleet of 
vehicles and other surplus equipment. Almost $2 million has been realized to date 
through the sale of surplus assets and the decommissioning of service buildings 
preparatory to sale or lease. The introduction of new technology, business practices and 
procedures during the year also helped to reshape activities within the smaller 
commission. 


Over the past few years, the NCC has had to review every asset it owns to guarantee 
continuing relevance to the corporate mission. This process of rationalization will 
ultimately allow the NCC to redirect resources to key properties and programs, and to 
meet reduction targets. Among the initiatives implemented to address the challenges of 
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the 1990s was the NCC’s 3D strategy: 1) divestiture of tax and maintenance 
responsibility for municipal-like assets; 2) disposal of real asset holdings that are surplus 
to the national interest; and 3) development of heritage assets and vacant lands. 


Operating revenues reached $47 million in 1996/97, which represents an increase of 
$10.1 million over the previous year. This increase was largely due to the net gain on the 
disposal of land, buildings and equipment. 


Total expenses excluding contributions amounted to $94.9 million compared to 

$98.3 million in 1995/96, which is equivalent to a decrease of $3.4 million. Nonetheless, 
contributions increased $32 million from last year, driven by the divestiture of several 
municipal-like assets. In the past, salaries and benefits were the largest category of 
expenditures; however, this has changed as a result of the NCC’s downsizing and 
commercialization strategy. Goods and services are now the largest category of 
expenditures. To fulfil its obligations as a major landowner, the NCC paid $14.4 million 
in annual grants in lieu of taxes to municipalities. 


Corporate Objectives for the Next Planning Period 


The NCC’s objectives are to continue to create pride and unity by making the National 
Capital Region a meeting place for all Canadians, by using the NCR to communicate 
Canada to Canadians, and by safeguarding and preserving national treasures in the 
Capital. 





1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 








Total assets 396.2 407.2 Syed 369.9 362.5 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity SBi/ol/ 395:2 STS) 330.0 330.2 
Operations 
Revenues 47.0 36.1 24.0 21.6 24.0 
Net income (14.5) 10.5 (17.5) (12.8) (12.7) 
Funding from Canada 
Budgetary 84.2 90.6 102.1 89.5 89.7 
Change in budgetary funding -1% -11% 14% 0% 0% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 376 502 740 802 Je, 
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NATIONAL GALLERY OF CANADA 


Chairperson Jean-Claude Delorme 


Director and Shirley L. Thomson 
Chief Executive Officer 


Head Office 380 Sussex Drive 
P.O. Box 427, Station A 
Ottawa, Ontario, KIN 9N4 
Telephone: (613) 990-1985 
Facsimile: (613) 990-9810 
Web Site: http://national.gallery.ca 


Incorporation and Status | July |, 1990 by the Museums Act (S.C. 1990, c. 3); 
Schedule III, Part I of the Financial Administration Act; 
an agent of Her Majesty. 


Appropriate Minister The Honourable Sheila Copps, P.C., M.P. 
Minister of Canadian Heritage 





Auditor Auditor General of Canada 











Mandate and Background 

Founded in 1880, the National Gallery of Canada has a mandate to develop, maintain and 
make known, throughout Canada and internationally, a collection of historic and 
contemporary works of art with special, but not exclusive, reference to Canada, and to 
further the knowledge, understanding and enjoyment of art among all Canadians. 


Products and Services 

The Gallery carries out its mandate through four broad activity areas: 1) adding to and 
preserving the collections of works of art; 2) educating and communicating; 3) housing 
and protecting the collections, visitors and staff; and 4) managing its staff and resources. 


The Gallery also operates the Canadian Museum of Contemporary Photography (CMCP). 
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Corporate Highlights 

The Gallery received 493,500 visitors, just shy of its target attendance figure of 500,000, 

and 378,250 visitors saw its travelling exhibitions. At the CMCP, 44,400 visitors came to 
the museum, and 163,600 saw its travelling exhibitions. In all, the Gallery and the CMCP 
attracted 1,080,000 visitors, matching last year’s attendance of 1,088,000. 


In its first full year of operation, the Gallery’s Web site received about 74,500 visitors, 
each of whom spent an average of 4.3 minutes on the site. This Web site will be part of 
the Gallery’s new Learning Centre and will be a vital link to audiences in Canada and 
abroad. Potentially, this will help the Gallery reach almost unlimited numbers of viewers. 


Performance 

For 1996/97, the Gallery’s priorities were to reach out to the Canadian public; to optimize 
the financial situation of the Gallery; and to define the concept of board governance as it 
applies to the Gallery. 


The Gallery acquired 326 works of art in all media: 161 Canadian works and 165 non- 
Canadian works. Of the 326 works acquired, 106 were by purchase and 220 by gift. The 
acquisitions by gift were approximately double the purchases whether measured in 
numbers or dollar values. The value of works acquired by gift was $1,552,000. 


In an effort to further knowledge, understanding and enjoyment of the arts among 
Canadians and to make the collection better known, the Gallery presented 31 exhibitions 
and installations, and 14 travelling exhibitions, which were seen at 26 venues. The CMCP 
exhibition program was also well received and attracted 44,375 visitors to its galleries. In 
addition, the CMCP presented 19 travelling exhibitions to 37 Canadian locations and six 
other countries. 


In 1996/97, the Gallery earned $4,723,000 from non-government sources, meeting its 
projection of $4,651,000. Working with corporate partners, the Gallery secured $435,000 
in sponsorships, exceeding the $300,000 target. Admission revenues from special 
exhibitions were $543,000, which exceeded the goal of $500,000. Special Events 
generated some $137,000, which was lower than the previous year but still exceeded the 
1996/97 target. Bookstore and parking revenues declined from the previous year due to a 
drop in attendance. 


The Gallery continued to reduce its administrative costs. For instance, total expenditures 
on salaries and benefits were reduced by $342,000, and the percentage of resources 
allocated to accommodation and administration decreased from the previous year. 


The board of the Gallery continued to explore the subject of corporate governance and to 
inform itself with a view to drafting terms of reference to assist it in carrying out its 
mandate. 
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Corporate Objectives for the Next Planning Period 





The Gallery’s objective is to continue to serve the public by stimulating the appreciation 
and enjoyment of art and to make art accessible to all. 








1996/97 1995/96 1994/95 1993/94 1992/93 

FINANCIAL SUMMARY (§$ million); financial year ending March 31 

Financial Position 

Total assets 23.6 LOM 19.0 17.4 18.4 

Loans from private sector 0.0 0.0 0.0 0.0 0.0 

Loans from Canada 0.0 0.0 0.0 0.0 0.0 

Shareholder’s equity 12.0 10.5 VE 8.5 9.4 

Operations 

Revenues 4.7 555 4.3 Sy) 2.8 

Net income (28.4) (31.8) (34.4) (29.6) (29.8) 

Funding from Canada 

Budgetary 29.8 34.4 34.4 28.7 293 

Change in budgetary funding -13% 0% 20% -2% -1% 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 257 276 285 284 286 
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NATIONAL MUSEUM OF SCIENCE AND TECHNOLOGY 
CORPORATION 


Chairperson David W. Strangway 


Director and Genevieve Sainte-Marie 
Chief Executive Officer 


Head Office 2380 Lancaster Road 
P.O. Box 9724, Station T 
Ottawa, Ontario, K1G 5A3 
Telephone: (613) 991-3044 
Facsimile: (613) 990-3636 
Web site: http://www.nmstc.ca 


Incorporation and Status | July 1, 1990 by the Museums Act (S.C. 1990, c. 3); 
Schedule III, Part I of the Financial Administration Act; 
an agent of Her Majesty. 


Appropriate Minister The Honourable Sheila Copps, P.C., M.P. 
Minister of Canadian Heritage 





Auditor Auditor General of Canada 





Mandate and Background 

Under the Museums Act, the mandate of the National Museum of Science and 
Technology Corporation is to foster scientific and technological literacy throughout 
Canada by establishing, maintaining and developing a collection of scientific and 
technical objects with special, but not exclusive, reference to Canada, and by 
demonstrating the products and processes of science and technology, as well as their 
economic, social and cultural relationships with society. 


Products and Services 

The corporation disseminates knowledge of Canada’s scientific and technological 
heritage through its two major institutions — the National Museum of Science and 
Technology (NMST) and the National Aviation Museum. It also manages the Agriculture 
Museum at Ottawa’s Central Experimental Farm. 
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Corporate Highlights 


In 1996, a fire destroyed one of the Agricultural Museum’s showcase barns at the Central 
Experimental Farm in Ottawa. Construction of a new barn will begin early in the new 
fiscal year. 


The corporation’s accommodation strategy proposed a consolidation of its 11 buildings. 
The first phase of this strategy reduced the number of occupied buildings to eight by 
consolidating office space and some warehousing. Implementation of the strategy 
continued with the fit-up of a new conservation and restoration area in one of the 
collection storage buildings, which released additional exhibit space in the main museum 
building. 


Performance 


Overall, the corporation’s museums received 675,000 visitors, which represents a slight 
increase over the previous year’s attendance. This increase was attributed mainly to 
aggressive programming, advertising and media promotions aimed at local residents. 


During the period in review, the corporation undertook various initiatives in furtherance 
of its mandate. For example, it adopted the “Transformation of Canada” theme to guide 
all collection development and public programming activities. It introduced new content 
for the museums’ web sites to include a “What’s New” page for children and the first two 
in a series of about 20 school programs aimed at teachers and students. The National 
Aviation Museum entered into an agreement with a major communications company to 
develop multimedia content that will be used in a new generation of trials on broadband 
technology in Canada. 


Visitor satisfaction is of prime importance to the museums. With respect to the NMST, 
91 percent of visitors were satisfied with their visit, exceeding its target by 11 percentage 
points. The National Aviation Museum also reported a high level of visitor satisfaction. 
Over 97 percent of visitors reported positively on their experience, surpassing its target 
by 17 percentage points. 


The corporation completed year two of a four-year budget reduction plan to meet the 
government’s expenditure reduction objectives. To accommodate the extension of the 
reduction program to 1998/99, the plan was reviewed and the implementation schedule 
was adjusted. The final phase of reductions will be completed by March 1998. 


In an effort to reduce its dependency on government appropriations, the corporation has 
attempted to generate an increasing proportion of its operating budget from admissions, 
the sale of its products and services, and sponsorships and donations. The corporation has 
also generated financial and human resources by actively soliciting volunteers and 
members. In 1996, targets for each area of revenue generation were met or exceeded. 
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Corporate Objectives for the Next Planning Period 

The corporation’s objective is to continue to implement its strategies for the preservation 
of Canada’s scientific and technological heritage and for the dissemination of knowledge 
about that heritage. 





1996/97 1995/96 1994/95 1993/94 1992/93 





FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 


Total assets 11.6 11.0 Omi O53 9.4 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity US Jel 53 6.1 5.4 
Operations 
Revenues : Se BS 3.0 BD 1.6 
Net income G9) (19.0) (21.7) (15.5) (16.2) 
Funding from Canada 
Budgetary LOT 20.8 20.9 16.2 16.1 
Change in budgetary funding -5% O% 29% 1% -6% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 228 220 225 218 2207) 
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OLD PORT OF MONTREAL CORPORATION INC. 


Chairperson Bernard Lamarre 





President and Pierre Emond 
Chief Executive Officer 





Head Office 333 rue de la Commune West 
Montreal, Quebec, H2Y 2E2 
Telephone: (514) 283-5256 
Facsimile: (514) 283-8423 
Web site: http://www.svpm.ca 








Incorporation and Status | 1981 under the Canada Business Corporations Act; a 
wholly owned subsidiary of the Canada Lands Company 
Limited; directed by Order in Council (P.C. 1987-86) to 
report as if it were a parent Crown corporation; an agent 
of Her Majesty. 





Appropriate Minister The Honourable Alphonso Gagliano, P.C., M.P. 
Minister of Public Works and Government Services 





Auditor Auditor General of Canada 





Mandate and Background 

The Old Port of Montreal Corporation Inc. is a wholly owned subsidiary of the Canada 
Lands Company Limited. The corporation is responsible for promoting the development 
of the Old Port of Montreal site and developing, managing and maintaining the Crown 
property in that location. 


Products and Services 

The corporation, in consultation with the public and other levels of government, plans for 
the development of the Old Port site. Some of the activities and services at the Old Port 
include the Imax Theatre, Canada Day Celebrations, the Just for Laughs Festival, the 
Cirque du Soleil, the Clock Tower and 35 acres of park lands. 
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Corporate Highlights 
During the period in review, the corporation set a new attendance record with over six 
million admissions to the site. 


As part of the corporation’s effort to renew management methods, training programs 
were extended to all personnel involved in customer service and information service. In 
addition, through customer satisfaction evaluations and enhanced co-ordination among its 
partners, the corporation improved its performance monitoring system. 


The corporation’s new programming policy enabled it to trim existing programming and 
simplify the evaluation of new projects. This helped the corporation to concentrate on 
developing projects that are likely to reinforce the site’s identity. 


Under the corporation’s supervision, Public Works and Government Services Canada 
will restore the Clock Tower during the next two fiscal years. 


Performance 

Public Animation revenues fell by 30 percent from the previous year. The decline was 
mainly due to lower fall and winter attendance at the Imax theatre. The reduction in 
parking revenues was 4 percent as a result of the growing supply of parking spots in Old 
Montreal. The corporation also experienced a decrease in sponsorships, owing mainly to 
the fact that certain 1995 exhibitions and events were not presented in 1996. 


The corporation achieved a self-financing rate of 72 percent rather than 77 percent as 
forecast. This is attributed to the decline in attendance at the Imax theatre. The following 
table summarizes the results achieved for the period ending March 31, 1997. 


1996 1996 1995 
Budget Actual Actual — 











Revenues 
Public Animation Programs 5,349 
Parking 2,346 
Concessions and Exclusive Rights 1205 
Other TQS 
Total 10,445 
Expenses 
Property Maintenance libel 
Public Animation Programs 4,686 
Administration 1,595 
Communications seal 
Total 12,246 
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Corporate Objectives for the Next Planning Period 


The corporation’s objective is to continue to fulfil its mission with the goal of achieving 
financial autonomy. 


A key objective will be to prepare for the opening of Expotec-Canada, which is slated for 
the fall of 1999. Expotec-Canada will be a science and technology centre focused on 
public animation and education. Its purpose will be to explain how things work through 
exhibits and activities that are constantly renewed. 





1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 








Total assets 1.4 Zl 2.0 4.0 8.0 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 0.0 0.0 0.0 0.0 0.0 
Operations 
Revenues 8.3 10.4 8.9 7.8 oe) 
Net income (8B) (233) (3.6) (5.0) (22)3) 
Funding from Canada 
Budgetary 3:8 35 3.0 OF 724 Wes) 
Change in budgetary funding 9% 17% -69% -55% -47% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT ie 72 69. 67 74 
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PACIFIC PILOTAGE AUTHORITY 


Chairperson and Chief Dennis B. McLennan 
Executive Officer 


Head Office 300 — 1199 West Hastings Street 
Vancouver, British Columbia, V6E 4G9 
Telephone: (604) 666-677 1 
Facsimile: (604) 666-1647 


Incorporation and Status | 1972 pursuant to the Pilotage Act (R.S.C. 1985, 
c. P-14); Schedule III, Part I of the Financial 


Administration Act; not an agent of Her Majesty. 


Appropriate Minister The Honourable David Collenette, P.C., M.P. 
Minister of Transport 


Auditor Auditor General of Canada 






Mandate and Background 
The Pacific Pilotage Authority was established in 1972 to operate, maintain and 
administer a safe and efficient pilotage service in the coastal waters of British Columbia. 


Products and Services 

In addition to providing pilotage services, the authority with the approval of the Governor 
in Council makes regulations that prescribe the compulsory pilotage areas; the ship or 
classes of ships that are subject to compulsory pilotage; when compulsory pilotage may 
be waived; the tariff rates for pilotage; and the classes of licences and classes of pilotage 
certificates that may be issued. 
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Corporate Highlights 

Over the past four years, the Fraser River assignments have continued to follow a 
downward trend, declining from 892 in 1992 to 690 during 1996. The Fraser River 
operation is currently under review. A document entitled Fraser River Pilotage 
Integration — Discussion Paper was released at the end of the year. 


After consultation with and approval of the Chamber of Shipping, the authority initiated a 
tariff increase of 3.25 percent effective January |, 1997. This tariff has adjusted both the 
Sandheads and Cape Beale launch rates so that both locations are expected to be 
financially self-sufficient during 1997. 


The authority signed a five-year contract with the British Columbia Coast Pilots Ltd. 


Performance 
The authority recorded a net income of $180,000 in 1996, largely due to a traffic surge 
that commenced in August and continued throughout the balance of the year. Revenues 


and expenses in 1996 were $1.8 million and $0.5 million, respectively, higher than in 
os 


With the implementation of a port-to-port charge, which contributed $315,000 to 1996 
revenues, the authority continued its policy of eliminating any cross-subsidization within 
its tariff structure. The port-to-port definition was modified effective January 1, 1997 to 
include ships departing an anchorage in one port and entering another port. These 
changes, combined with strict cost controls and new initiatives, will contribute towards 
the projected surplus of $531,000 for 1997. 


The authority dispatched 13,403 assignments, with 99.86 percent being completed 
without incident. 


In 1996 the authority spent $514,000 on training for apprentice pilots and for ongoing 
training for pilots. Six apprentices were licensed during 1996, which helped to reduce 
callbacks by 19 percent compared to 1995. 


Corporate Objectives for the Next Planning Period 

The authority is committed to ensuring that safe, reliable and efficient marine pilotage 
remains its highest priority. In addition, the authority continues to place great emphasis 
on consulting with all users of pilotage services in order to more effectively serve the 
industry. 


During 1997 the authority will further emphasize a “Skills Enhancement Program” 
designed to cover all senior employee and contract pilots. 
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1996 1995 1994 1993 1992 





FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 











Total assets 5.8 5.6 6.4 WES) 8.0 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 23 22 3.8) 4.9 4.8 
Operations 

Revenues 36.0 34.2 3387) 31.0 32.8 
Net income On (an) (1.6) 0.1 ey 
Funding from Canada 

Budgetary 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding : - - - - 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 


EMPLOYMENT 167 170 168 Al 173 
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PETRO-CANADA LIMITED 





Chairperson Robert Hamilton 


President and Joy F. Kane 
Chief Executive Officer 


Head Office c/o Department of Finance 
L'Esplanade Laurier 
140 O'Connor Street 
Ottawa, Ontario, K1A 0GS5 


Incorporation and Status | 1975 by the Petro-Canada Act (R.S.C. 1985: c. P-11); 
continued as Petro-Canada Limited on February 1, 1991 
under the Petro-Canada Public Participation Act, 
Schedule HI, Part II of the Financial Administration Act; 
an agent of Her Majesty. 


Appropriate Minister The Honourable Paul Martin, P.C., M.P. 
Minister of Finance 


Auditor Auditor General of Canada 






Mandate and Background 
Petro-Canada Limited (PCL) was the parent Crown corporation of Petro-Canada, which 
was privatized in July 1991. Upon privatization, Petro-Canada refinanced its previously 
government-backed debt, with the proceeds going to PCL. 


Corporate Profile 
PCL holds a portfolio of high quality securities whose principal and interest payments 
match or closely match the corporation’s obligations on the outstanding bonds. 


Corporate Highlights 

In 1996, PCL’s operations were limited in scope. They involved managing an investment 
portfolio of U.S. government and agency securities, and Export Development 
Corporation notes. These securities, making up about 99 percent of the portfolio, are 
considered to be risk free. The remaining | percent consists of provincial government 
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securities. Operations also encompassed the corporation’s meeting of its obligations on 
the U.S. $298,364,000 worth of outstanding bonds. 


In 1996, PCL had net earnings of $1 million. Cash and short-term deposits were 
$3 million at December 31, 1996. 


Corporate Objectives for the Next Planning Period 
Petro-Canada Limited will continue to settle outstanding Petro-Canada bonds as they 
mature. 





1996 1995 1994 1993 1992 


FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 


Total assets 448.0 524.0 554.0 526.0 519.0 
Loans from private sector 409.0 479.0 505.0 479.0 460.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 3.0 2.0 1.0 0.0 7.0 
Operations 
Revenues 40.0 43.0 45.0 42.0 146.0 
Net income 1.0 1.0 1.0 1.0 3.0 
Funding from Canada 
Budgetary 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding . - - - - 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 8.0 0.0 
EMPLOYMENT 0 0 0 0 0 
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PORT OF QUEBEC CORPORATION 








Chairperson René Paquet 


President and Ross Gaudreault 
Chief Executive Officer 


Head Office 150 Dalhousie Street 
PO Box 2268 
Quebec City, Quebec, GIK 7P7 
Telephone: (418) 648-3558 
Facsimile: (418) 648-4160 
Web Site: http://www.portquebec.ca 


Incorporation and Status | 1984 by letters patent of incorporation pursuant to 
subsection 25(1) of the Canada Ports Corporation Act 
(RoS.C, 1985, ¢G-9)= Schedule Ill, Part Lof the 
Financial Administration Act; an agent of Her Majesty. 





Appropriate Minister The Honourable David Collenette, P.C., M.P. 
Minister of Transport 





Auditor Mallette Maheu 








Mandate and Background 
The Port of Quebec Corporation was established in 1984 to administer, manage and 
control the Quebec City harbour, and works and property within the harbour. 


Products and Services 

The corporation is an autonomous local port corporation that provides services for 
Canada’s international shipping trade in the Quebec City harbour. The Port of Quebec is 
the oldest port in the North American market. 


The port’s business includes the handling of liquid and solid bulk, grain, chemicals and 
general non-containerized goods. 
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Corporate Highlights 

In June 1996, the Minister of Transport introduced Bill C-44, the Canada Marine Act, in 
the House of Commons. The proposed legislation aimed to modernize and streamline the 
marine management and regulatory regime and foster further commercialization and 
rationalization. The corporation indicated that it was ready to take up the challenges 
likely to arise from the new policy and from increasing competition in international trade. 
Bill C-44 died on the order paper with the April 1997 dissolution of Parliament. On 
October 2, 1997, the minister re-introduced the proposed legislation in the House of 
Commons as Bill C-9. 


The federal government forgave a $6.3 million obligation of the Canada Port 
Corporation’s (CPC) Interport Loan Fund due to Canada that was equivalent to the 
forgiveness by CPC of the Port of Quebec Corporation’s loans. 


The tonnage handled of ore and concentrates was the highest in six years. Chemical 
product volumes were one-and-a-half times 1995 volumes and four times those recorded 
for 1993; these included various new products being handled. A new hydrogen peroxide 
terminal was also established at the port. 


The rudiments of a new labour contract that would cover the port’s stevedores and 
longshoremen were developed by both parties with the help of the Société des arrimeurs 
de Québec that was founded in January 1996. The corporation indicated that the port 
could reach its full potential as the nerve centre for the shipment of general non- 
containerized goods were a different labour contract in place than at present. 


Performance 

Despite new traffic, 1996 tonnage at the Port of Quebec fell 3 percent from 1995 to 
17.2 million tonnes. The decline was the result of lower solid bulk traffic than expected. 
In 1996, 6.1 million tonnes of solid bulk were handled — 7.5 percent less than in 1995. 
Ore and concentrates, meanwhile, posted the highest figures in six years — 2 million 
tonnes — a hike of 6 percent over 1995. The liquid bulk handled reached the 10.9 million- 
tonne mark. The tonnage of general goods handled at the Port dipped 9 percent from 
1995 figures to 265,000 tonnes. Granite and marble and powdered milk were among the 
top performing goods. Although total grain tonnage of $3.2 million tonnes was 

14 percent less than in 1995, the nearly 700,000 tonnes of American corn that was 
shipped was a record for recent years. 


Total revenue of $13.2 million in 1996 was 8 percent higher than that in 1995. Net 
earnings were $466,844, compared to $35,231 in 1995. The corporation’s 1996 operating 
costs were $12.6 million, compared to $12.1 million in 1995. Interest expense declined to 
$127,853 in 1996 from $531,775 in the previous year. 
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Corporate Objectives for the Next Planning Period 


The Port of Quebec Corporation’s major objectives are to: 








Increase operating income in 1997 and subsequent years; 


Control and improve the quality of port assets to ensure its long-term future; 





Ensure that St. Lawrence interests are ready to face Coast Guard cost-recovery 


initiatives; 


Enhance staff productivity and motivation; 


Increase regional support for port commercial activities; 


Improve quality of the environment in conjunction with interested parties. 
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1996 1995 1994 1993 1992 

FINANCIAL SUMMARY (§$ million); financial year ending December 31 

Financial Position 

Total assets 61.9 61.6 61.8 64.1 64.8 

Loans from private sector 0.0 0.0 0.0 0.0 0.0 

Loans from Canada 0.0 0.0 0.0 0.0 0.0 

Shareholder’s equity ae). 52.3 BS, 54.3 Sil 

Operations 

Revenues 132 122 11.7 site 14.4 

Net income 0.5 0.0 (2.0) (29) 1.0 

Funding from Canada 

Budgetary 0.0 0.0 0.0 0.0 0.0 

Change in budgetary funding - - - - - 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 57 58 88 88 96 





PRINCE RUPERT PORT CORPORATION 


Chairperson Rhoda Witherly 


President and Donald H. Krusel 
Chief Executive Officer 


Head Office 110 Third Avenue West 
Prince Rupert, British Columbia, V8J 1K8 
Telephone: (250) 627-7545 
Facsimile: (250) 627-7101 
Web Site: http://www.rupertport.com 


Incorporation and Status | 1984 by letters patent of incorporation pursuant to 
subsection 25(1) of the Canada Ports Corporation Act 
(R.S.C. 1985, c. C-9); Schedule III, Part II of the 
Financial Administration Act; an agent of Her Majesty. 


Appropriate Minister The Honourable David Collenette, P.C., M.P. 
Minister of Transport 





Auditor KPMG 








Mandate and Background 
The Prince Rupert Port Corporation was established in 1984 to administer, manage and 
control the Prince Rupert harbour, and works and property within the harbour. 


Products and Services 


The corporation is an autonomous local port corporation that provides services for 
Canada’s international shipping trade in the Prince Rupert harbour. 


The port’s business includes the handling of grain, pulp, seafood, coal, forest products, 
and ferry and cruise ship traffic. 
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Corporate Highlights 


An important area of activity for the corporation was the preparation for and involvement 
in the Standing Committee on Transport hearings relative to Bill C-44, the proposed 
Canada Marine Act. Bill C-44 died on the order paper with the April 1997 dissolution of 
Parliament. On October 2, 1997, the Minister of Transport re-introduced the proposed 
legislation in the House of Commons as Bill C-9. 


Grain shipments through the Port of Prince Rupert continued to decline from their 1994 
peak. This was due to the August 1, 1995 elimination of the Western Grain 
Transportation Act subsidies for the shipment of grain that resulted in the port becoming 
the higher cost route for the export of grain through the west coast. The corporation will 
continue to promote knowledge of the inherent problems of the existing regulated rail 
rate structure and of the offsetting economic advantages of shipping through Prince 
Rupert in its marketing and public communication initiatives in the upcoming years. 


The corporation’s business development activity increased dramatically again in 1996. 
The corporation undertook various initiatives to meet its long-term vision. It explored 
different business opportunities for developing a liquid bulk terminal at Prince Rupert 
and it made progress in increasing the pulp traffic over Fairview Terminal by handling a 
test shipment for a pulp shipper who was not a current exporter through the Port of Prince 
Rupert. 


Performance 

Traffic at the Port of Prince Rupert totalled 10.1 million tonnes — a decrease of 12 percent 
compared to 1995. This drop in volume was mainly due to a decrease in wheat exports. 
Peaking at 5.5 million tonnes in 1994, wheat exports totalled only 3.5 million tonnes in 
1996. About 55,000 tonnes of barley malt, a commodity not previously exported through 
Prince Rupert, were exported through the specialty grain and agricultural products 
handling facility at Fairview Terminal. Coal and lumber traffic also declined. During 
1996, lumber tonnage decreased from the previous year by 13 percent to 298,116 tonnes, 
and coal was down by 9 percent. Ferry and cruise passenger traffic dropped by about 6 
percent to 176,000 passengers. 


The corporation reported operating revenues of $12.5 million compared to $12.6 million 
in 1995. Net income totalled $742,654, which represents a 13-percent increase over last 
year. 


In 1996, the federal government forgave $5 million in loans by Canada to the 
corporation. The corporation’s 1996 interest expense of nearly $1.2 million was $437,249 


lower than in 1995. 


In early 1997, after the corporation’s 1996 financial year-end, the federal government 
also forgave $2.4 million that represented forgone revenue due to the Crown as a result of 
early payment of loans. 
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Reverse the deterioration of current traffic levels; 


Corporate Objectives for the Next Planning Period 
The Prince Rupert Port Corporation’s major objectives are to: 


Increase major commodities handled from three to at least five; 


Increase port recognition by all stakeholders in the traffic corridor; 


Study the feasibility of increased local control of port terminal facilities and ancillary 


services. 





Financial Position 

Total assets 

Loans from private sector 
Loans from Canada 
Shareholder’s equity 


Operations 
Revenues 
Net income 


Funding from Canada 

Budgetary 

Change in budgetary funding 

Non budgetary (loans and investments) 


Payments to Canada 
Loan repayments 
Dividends 


EMPLOYMENT 
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1996 


FINANCIAL SUMMARY (§$ million); financial year ending December 31 


14.8) 
0.0 
10.0 
100.7 


1995 1994 1993 1992 
Lei 111.6 111.7 IES) 
0.0 0.0 0.0 0.0 
its): 15.8 16.2 16.5 
95.0 94.4 OBE 93.6 
lH Neh? Bs 14.3 
0.7 O (0.1) 0.9 
0.0 0.0 0.0 0.0 
0.0 0.0 0.0 48.3 
0.4 0.4 0.4 3332 
0.0 0.0 0.0 0.1 
Ny Uy) Ny 16 
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QUEENS QUAY WEST LAND CORPORATION 


Chairperson and 
President 


Head Office 


Incorporation and Status 


Appropriate Minister 


David Ellis 


Suite 1500 

200 King Street West 
Toronto, Ontario, MSH 3T4 
Telephone: (416) 974-9700 
Facsimile: (416) 974-9275 
Web site: http://www.clc.ca 


1936 as Terminal Warehouses Ltd. under the Ontario 
Companies Act; July 14, 1978, as Harbourfront 
Corporation, under the Business Corporations Act of 
Ontario; continued under the Canada Business 
Corporations Act, December 21, 1984; Schedule II, 
Part I of the Financial Administration Act; not an agent 
of Her Majesty. 


The Honourable Alfonso Gagliano, P.C., M.P. 
Minister of Public Works and Government Services 





Auditor 





Auditor General of Canada 






Mandate and Background 

Queens Quay West Land Corporation was responsible for operating, managing, 
maintaining and developing the Harbourfront site in Toronto. The corporation’s mandate 
is to dissolve itself once it fulfils its remaining obligations. 


Products and Services 


In August 1996, the management of Queens Quay West Land Corporation was 
transferred from the Canada Development Investment Corporation to the Canada Lands 
Company CLC Limited, which provides staff, facilities and corporate administration. In 
addition, as the need arises, it also continues to retain other consultants and advisors to 
assist with the implementation of its mandate. As a result of reduced operations and 
restructuring, Queens Quay West Land Corporation has no employees. 
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Corporate Highlights 


Prior to the period in review, the dissolution of Queens Quay West Land Corporation had 
been delayed pending a review of alternate sources of funding for the Harbourfront 
Centre. The May 1996 release of the Monahan Report marked the end of this delay and 
enabled the corporation to proceed with the dissolution. 


Performance 
The corporation continued to make progress towards the fulfilment of the City of Toronto 
Implementation Agreement. 


Corporate Objectives for the Next Planning Period 
The corporation’s objectives are to: 


- Transfer parkland to the City of Toronto, settle road and public facility infrastructure 
improvement matters, and to make payments to the city pursuant to the 
Implementation Agreement; 


¢ Complete various contracts and agreements to prepare the remaining properties for 
sale and the corporation for dissolution; and 


- Determine a funding vehicle for the Harbourfront Centre for the payment of the 
federal government’s commitment over the next four fiscal years. 





1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY ($ million); financial year ending March 31 
Financial Position 


Total assets 3.0 5.8 Sho. 23°5 23.6 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 45.8 45.8 45.8 45.8 25% 

Shareholder’s equity (44.7) (42.5) (39.9) (26.0) (8.5) 
Operations 

Revenues Mer) 3.0 3.6 aS 4.4 
Net income (2.2) (2.6) (14.9) (8.2) (233) 
Funding from Canada 

Budgetary 6.7 7.5 9.8 0.0 0.0 
Change in budgetary funding -11% -23% - - - 
Non budgetary (loans and investments) 0.0 0.0 0.0 20.7 10.4 
Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 


EMPLOYMENT 0 0 6 5 6 
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ROYAL CANADIAN MINT 


Chairperson José Blanco 


President and Danielle V. Wetherup 
Master of the Mint 


Head Office 320 Sussex Drive 
Ottawa, Ontario, KIA 0G8 
Telephone: (613) 993-3500 
Facsimile: (613) 952-8342 
Web Site: http://www.rcmint.ca 


Incorporation and Status | 1969 by the Royal Canadian Mint Act (R.S.C. 1985, 
c. R-9); Schedule III, Part II of the Financial 
Administration Act; an agent of Her Majesty. 


Appropriate Minister The Honourable Alfonso Gagliano, P.C., M.P. 
Minister of Public Works and Government Services 


Auditor Auditor General of Canada 








Mandate and Background 

The Royal Canadian Mint mints coins in anticipation of profit and carries out other 
related activities. Founded in 1908 as a branch of the Mint of the United Kingdom, its 
operations were devolved to the Crown in right of Canada in 1931. Initially a 
departmental agency of the government, it was incorporated by legislation in 1969. In 
1989, a share capital structure was created for the Mint, and shares were issued to 
Canada. 


Products and Services 

The Royal Canadian Mint is responsible for minting the nation’s circulation coins, and 
offers a wide range of specialized, high-quality coinage products and related services on 
an international scale. 


The Mint owns two facilities. The Ottawa facility includes the corporate head office, the 
gold refinery and production facilities for numismatic and bullion coins, medals and 
medallions. The Winnipeg Plant produces all of Canada's circulation coinage as well as 
circulation coinage for numerous foreign countries. 
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Corporate Highlights 
The Mint broke into a number of new markets, most notably Hong Kong, where it 


contracted to produce a commemorative gold coin to mark the 1997 reunification with 
China. 


Sales of foreign coinage doubled with contracts for 1.6 billion coins already signed for 
1997, compared to sales of 814 million coins for the previous year. 


As a pilot project, the Mint implemented Activity Based Costing (ABC). ABC breaks 
down the financial walls between departments by allowing managers to look at costs in a 
new, cross-sectoral way. 


Performance 

In 1996, the Mint returned to profitability after experiencing losses in 1994 and 1995. 
This success came largely from the 1995 adoption of a turnaround plan, which set out 
strategies and actions aimed at revenue generation, cost control, overhead reduction, and 
investing in people and equipment. The Mint reported close to $1.7 million in pre-tax 
profits, exceeding the projected $1 million in profits by more than 60 percent. 


The success of the new $2 coin products generated over $9.6 million in revenues. 
Numismatic products accounted for 50 percent of the Mint’s business during the period 
in review — an increase over the 35-percent level recorded during the previous year. 


The Mint appealed to employees to help reduce manufacturing costs by $700,000. As a 
direct result of employee ingenuity, the Mint reduced manufacturing costs by 
approximately $2.5 million. 


The Mint initiated a comprehensive market research program, beginning with a survey of 
the numismatic market in 1996, which was aimed at helping the Mint better define 
customer priorities. Supported by a comprehensive multimedia advertising strategy, the 
Mint delivered a number of successful campaigns, including Gold, Wildlife and Aviation. 
In addition, to expand its mailing lists in targeted markets, the Mint formed a number of 
promotional partnerships. The Mint also embraced the Internet as the communications 
tool of the future in order to develop longer-term relationships in the market place. 


Corporate Objectives for the Next Planning Period 


The Royal Canadian Mint’s objective is to continue to define and implement strategies 
that address external challenges and opportunities, meet the objectives of its shareholder, 
and ensure its success as a profitable organization. 
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1996 1995 1994 1993 1992 





FINANCIAL SUMMARY (5 million); financial year ending December 31 


Financial Position 











Total assets 85.5 90.7 82.5 92.8 102.7 
Loans from private sector 0.0 6.4 0.0 0.0 0.0 
Loans from Canada 0.1 0.2 2.8 5.5) 8.2 
Shareholder’s equity 60.8 593 60.6 69.1 68.3 
Operations 
Revenues SiS, 310.6 310.4 356.8 378.0 
Net income 15 (1.3) (85) Wei 9.0 
Funding from Canada 
Budgetary 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding - - - - - 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.1 Dei Ry Qa IDG 
Dividends 0.0 0.0 5.0 6.3 0.7 
EMPLOYMENT 510 550 563 610 763 
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SAINT JOHN PORT CORPORATION 


Chairperson Peter S. Glennie 


President and Captain Alwyn G. Soppitt 
Chief Executive Officer 


Head Office 133 Prince William Street 
P.O. Box 6429, Station A 
Saint John, New Brunswick, E2L 4R8 
Telephone: (506) 636-4869 
Facsimile: (506) 636-4443 


Incorporation and Status | 1986 by letters patent pursuant to subsection 25(1) of 
the Canada Ports Corporation Act (R.S.C. 1985, 
c. C-9); Schedule II, Part II of the Financial 
Administration Act; an agent of Her Majesty. 





Appropriate Minister The Honourable David Collenette, P.C., M.P. 
Minister of Transport 


Auditor Ernst & Young 








Mandate and Background 
The Saint John Port Corporation was established in 1986 to administer, manage and 
control the Saint John harbour, and works and property within the harbour. 


Products and Services 
The corporation is an autonomous local port corporation that provides services for 
Canada’s international shipping trade in the Saint John harbour. 


The port’s business includes the handling of potash, forest products, salt, sugar, 
petroleum products and container traffic. 
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Corporate Highlights 


Traffic records were set in most sectors; port assets had increased utilization; an 
enhanced capital and major maintenance program finalized a six-year capital 
commitment, new forest product and dry bulk facilities were developed. 


A restructuring of port staff resulted in significantly reduced administration overhead. 


The federal government forgave nearly $18.1 million in term loans. In addition, the 
balance of a loan of $19.7 million provided by the Province of New Brunswick — the 
repayment of which had been linked to the net operating income of the Rodney Terminal 
Complex — was forgiven by the New Brunswick Transportation Authority. 


The corporation continues to work closely with the users through the Saint John Gateway 
Council. A number of task forces have been established to deal with channel dredging, 
police security, taxation, marine service fees and pilotage. 


Performance 


Total traffic through the port exceeded 21 million tonnes — a 12 percent increase over 
1995. Record tonnage was recorded in potash and forest products. Salt, sugar and oil 
were up 53 percent, 15 percent and 11 percent respectively. 


The corporation reported a net profit of $2.1 million — up tenfold over last year. This 
financial success was primarily due to the elimination of the federal and provincial debts, 
resulting in savings of $1.6 million in interest payments; record traffic yielding increased 
gross revenues; and a restructuring of personnel and implementation of a cost reduction 
program. 


As part of its diversification strategy, the corporation added the commodities of fish 
meal, fish oil and diammonium phosphate to its traffic base. These products serve the 
aquaculture and agriculture industries in New Brunswick. 


Corporate Objectives for the Next Planning Period 

The Saint John Port Corporation’s major objectives are to: 

- Strengthen its current traffic base and develop new business opportunities; 
¢ Continue its multi-year Facilities Development Program; 

- Ensure protection of the environment; and 


- Locate alternative users for under-utilized assets. 
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1996 1995 1994 1993 1992 

FINANCIAL SUMMARY (§ million); financial year ending December 31 

Financial Position 

Total assets 69.5 64.1 64.1 84.5 88.5 

Loans from private sector 0.0 NOT OF] IS) 7) 

Loans from Canada 0.0 18.1 18.1 18.1 20.1 

Shareholder’s equity 63.9 24.0 239 44.2 45.9 

Operations 

Revenues 139 12.6 2S) 1231 12.0 

Net income Dell 0.2 (20.4) (Cl7) O22; 

Funding from Canada 

Budgetary 18.1 0.0 0.0 0.0 0.5 

Change in budgetary funding - - - -100% 0% 

Non budgetary (loans and investments) (18.1) 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 2.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 36 36 36 36 48 
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ST. JOHN’S PORT CORPORATION 





Chairperson Melvin Woodward 

Port Manager and David J. Fox 

Chief Executive Officer 

Head Office 3 Water Street 
P.O. Box 6178 


St. John’s, Newfoundland, AIC 5X8 
Telephone: (709) 772-4582 
Facsimile: (709) 772-4689 

E-mail: sjpc.richard @ns.sympatico.ca 








Incorporation and Status | 1985 by letters patent pursuant to subsection 25(1) of 
the Canada Ports Corporation Act (R.S.C. 1985, 
c. C-9); Schedule III, Part II of the Financial 
Administration Act; an agent of Her Majesty. 


Appropriate Minister The Honourable David Collenette, P.C., M.P. 
Minister of Transport 





Auditor Doane Raymond 








Mandate and Background 
The St. John’s Port Corporation was established in 1985 to administer, manage and 
control the St. John’s harbour, and works and property within the harbour. 


Products and Services 

The Port of St. John’s is an autonomous local port corporation that provides services for 
Canada’s international shipping trade in St. John’s harbour. The port’s business includes 
the handling of containerized general cargo, new vehicles and liquid bulk. 


Corporate Highlights 

The corporation noted that it expected to achieve Canada Port Authority status under the 
proposed Canada Marine Act (Bill C-44). Bill C-44 died on the order paper with the 
April 1997 dissolution of Parliament. On October 2, 1997, the Minister of Transport 
re-introduced the proposed legislation in the House of Commons as Bill C-9. 
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The Hibernia consortium has selected the Port of St. John’s as the site of a shore base 
facility to service its offshore production operation. It is estimated that 116,000 tonnes of 
cargo will be handled at the supply base annually. 


In conjunction with the City of St. John’s, the Province of Newfoundland and Labrador, 
and the New Atlantic Frontier Association, the corporation continued to promote its cost- 
shared marketing and promotional activities aimed at attracting cruise vessels. It is also 
co-operating with cruise-oriented ports on both sides of the Atlantic to promote the 
Viking Trail. 


Performance 

Total traffic through the Port of St. John’s amounted to 832,455 tonnes — a 3.9-percent 
decrease from the 1995 total of 866,191 tonnes. Containerized general cargo increased by 
2.2 percent compared to the previous year. New vehicles shipped through the port 
totalled 12,144 units compared to 13,466, which represents a decline of 9.8 percent. The 
total volume of liquid bulk discharged was on par with 1995. 


During 1996, the port collected charges in respect of 706 vessels compared to 494 the 
previous year. This 43-percent increase in commercial vessel traffic was attributed to the 
port’s decision to levy port charges on all government vessels using the corporation’s 
facilities. 


The corporation reported a net income of $609,000 compared to $354,000 in 1995. These 
financial results are largely attributed to a 5-percent increase in operating revenues, as 
well as a substantial reduction in repair and maintenance projects, which contributed to a 
4-percent decrease in expenses. 


Corporate Objectives for the Next Planning Period 
The major objectives of the St. John’s Port Corporation are to: 


¢ Strengthen the corporation’s financial position while providing services consistent 
with the existing and anticipated needs of the business environment; 
¢ Improve the port’s overall market position, especially that of inbound general cargo; 


- Improve the identification, acquisition and use of resources required by each 
operating activity and responsibility centre; 


¢ Develop and maintain an image of corporate social responsibility. 
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FINANCIAL SUMMARY (§ million); financial year ending December 31 


Financial Position 
Total assets 


Loans from private sector 


Loans from Canada 
Shareholder’s equity 


Operations 
Revenues 
Net income 


Funding from Canada 
Budgetary 


Change in budgetary funding 
Non budgetary (loans and investments) 


Payments to Canada 
Loan repayments 
Dividends 


EMPLOYMENT 


St. John’s Port Corporation 





1993 1992 











16.3 16.9 
0.0 0.0 
0.0 Hall 

15.4 14.9 
3.4 Shi 
0.5 0.7 
0.0 0.0 
0.0 0.0 
1.0 1.6 
0.0 0.0 

13 14 
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ST. LAWRENCE SEAWAY AUTHORITY, THE 


Acting President Michel Fournier 

Head Office Constitution Square 
14th Floor, Suite 1400 
360 Albert Street 


Ottawa, Ontario, KIR 7X7 
Telephone: 613) 598-4600 
Facsimile: (613) 598-4620 
Web Site: http://www.seaway.ca 


incorporation and Status | 1954 pursuant to section 3 of the St. Lawrence Seaway 
Authority Act (R.S.C. 1985, c. S-2); Schedule III, Part I 
of the Financial Administration Act; an agent of Her 
Majesty. 


Appropriate Minister The Honourable David Collenette, P.C., M.P. 
Minister of Transport 


Auditor Auditor General of Canada 












Mandate and Background 

Established in 1954, The St. Lawrence Seaway Authority constructs, operates, and 
maintains canals, bridges, works and other property related to the deep waterway between 
the Port of Montreal and Lake Erie, which is known as the St. Lawrence Seaway. 


Products and Services 


The authority constructed the St. Lawrence Seaway and operates it in conjunction with an 
authority in the United States. It is responsible for 13 locks in Canadian territory and four 
high-level bridges traversing the St. Lawrence River. Two locks in the United States are 
operated by the St. Lawrence Seaway Development Corporation. Tolls may be 
established by filing with the Canadian Transportation Agency or by agreement between 
Canada and the United States. 


A wholly owned subsidiary, The Seaway International Bridge Corporation, Ltd., was 
established in 1962. It manages the international bridge at Cornwall, Ontario. Two 
bridges in Montreal are managed by The Jacques Cartier and Champlain Bridges 
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Incorporated, which is also a wholly owned subsidiary of The St. Lawrence Seaway 
Authority. The authority administers the Canadian span of the Thousand Islands Bridge. 
A third wholly owned subsidiary, Great Lakes Pilotage Authority, Ltd., has been 
designated as a parent Crown corporation for the purposes of the Financial 
Administration Act. 


Corporate Highlights 


In June 1996, the Minister of Transport introduced Bill C-44, the Canada Marine Act, in 
the House of Commons. This set the stage for discussions concerning the transfer of the 
management of the Canadian section of the Seaway to a non-profit corporation controlled 
by a consortium of Seaway users. Bill C-44 died on the order paper with the April 1997 
dissolution of Parliament. On October 2, 1997, the Minister of Transport reintroduced the 
proposed legislation in the House of Commons as Bill C-9. 


The notion of a binational agency integrating the Canadian and American operations of 
the Seaway system was introduced by the House of Commons Standing Committee on 
Transport. On June 5, 1996, the U.S. Secretary of Transportation and Canada’s Minister 
of Transport established a new U.S./Canadian working group to examine the possibility 
of greater co-operation between the two countries in managing Seaway services. Work is 
still in progress. 


The authority undertook various quality improvement initiatives during the year. These 
included the development of transit time standards, the introduction of service teams 
combining operational and maintenance functions, and more accurate and reliable 
information on vessel location. Other initiatives included the establishment of teams to 
deal with tolls and statistics, traffic management, and maintenance planning and delivery. 


Performance 

In 1996/97 the authority recorded a net income of $2.9 million, compared to the previous 
year’s net income of $4.6 million. The final net income for 1996/97 was affected by 
special charges of $6.7 million for the abandonment of railway bridges and $0.5 million 
for the costs related to the commercialization of the Seaway. 


Total 1996/97 revenues increased by 5.8 percent over the previous year to reach 

$93.4 million; of this, $76.7 million was from tolls. Operating expenses were reduced to 
$81.9 million or 0.5 percent below 1995 levels, and the authority’s staff was reduced by 
22 positions to 711. 


For the second year in a row, the authority was able to fund all capital expenditures 
internally from the cash flow generated in the current year. In addition, $1.9 million has 
been set aside for future operating and capital expenditure requirements. 


In an effort to expand its market share, the authority undertook various promotional 
activities, including trade missions, conferences, exhibitions and client meetings in 
Europe and North America. 
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The following table highlights the authority’s results achieved against its objectives for 
1996/97. The information excludes the Thousand Islands Bridge and the authority's 
subsidiaries. 


1996/97 1996/97 1995/96 
Performance Results Budget Actual Actual 


Cargo traffic in millions of tonnes: 










Montreal/Lake Ontario section 
Welland Canal 


Net income (loss) ($ million) 
Cash provided from operations ($ million) 


a BSB 
Established positions 724 711 
Corporate Objectives for the Next Planning Period 

The authority will continue to reduce the St. Lawrence Seaway’s manageable costs, 
consistent with the Vision 2002 strategy developed by the authority in 1992. In addition, 
the authority will continue to be client focused and to strive for continued excellence 

using imagination, technology and sound business practices as appropriate. 





















1996/97 1995/96 1994/95 1993/94 1992/93 


FINANCIAL SUMMARY (§$ million); financial year ending March 31 
Financial Position 


Total assets 609.8 601.7 592.9 577.8 59371 
Loans from private sector 0.0 0.0 0.0 0.0 0.0 
Loans from Canada 0.0 0.0 0.0 0.0 0.0 
Shareholder’s equity 578.2 S/S”? 570.6 554.1 558.1 
Operations 

Revenues 93.4 88.3 90.6 76.4 72.0 
Net income 2.9 4.6 17.4 (4.0) (8.9) 
Funding from Canada 

Budgetary 0.0 0.0 0.0 0.0 37.4 
Change in budgetary funding - - - -100% 30% 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 
Dividends 0.0 0.0 0.0 0.0 0.0 


EMPLOYMENT 711 730 731 741 821 
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STANDARDS COUNCIL OF CANADA 


Chairperson 
Executive Director 


Head Office 


Incorporation and Status 


Appropriate Minister 


Richard Lafontaine 


Michael B. McSweeney 





Suite 1200 

World Exchange Plaza 

45 O'Connor Street 

Ottawa, Ontario, KI1P 6N7 
Telephone: (613) 238-3222 
Facsimile: (613) 995-4564 
Web Site: http://www.scc.ca 


1970 by the Standards Council of Canada Act (R.S.C. 
1996, c. 24); Schedule III, Part I of the Financial 
Administration Act; not an agent of Her Majesty. 


The Honourable John Manley, P.C., M.P. 
Minister of Industry 





Auditor 






Auditor General of Canada 








Mandate and Background 


The mandate of the Standards Council of Canada is to promote efficient and effective 


voluntary standardization in Canada, where standardization 1s not expressly provided for by 


law. These activities are aimed at advancing the national economy, supporting sustainable 
development, and benefiting the health, safety and welfare of workers and the public. 
These functions are also intended to assist and protect consumers, facilitate domestic and 
international trade, and further international co-operation in relation to standardization. 


Products and Services 


The council promotes the participation of Canadians in voluntary standards activities. It 

promotes public- and private-sector co-operation in relation to voluntary standardization, 
and co-ordinates and oversees the efforts of persons and organizations involved in the 
National Standards System. The council represents Canada’s interests internationally 
through its membership in the International Organization for Standardization (ISO) and 
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the International Electrotechnical Commission (IEC). It also serves as the repository and 
focal point for national and international standards for distribution to Canadian industry. 


Corporate Highlights 

As a result of legislation passed by Parliament in November 1996, the council was given 
a revised mandate, structure and powers. Specifically, the legislation provides for an 
institutional infrastructure that supports and encourages a “Team Canada” approach to 
standardization. It ensures that the council’s membership is drawn from a broad spectrum 
of interests in the private sector as well as the federal and provincial governments. In 
addition, these provisions reinforced the council’s ability to effect national collaboration 
by establishing a Provincial-Territorial Advisory Committee and a Standards 
Development Organizations Advisory Committee. 


The council pursued a number of mutual and multilateral recognition agreements with 
accrediting bodies in other countries. These agreements have resulted in a variety of 
tangible benefits for Canadians. For instance, agreements with United States accreditation 
bodies made it possible for Canadian motor carriers to use Standards Council accredited 
laboratories to meet U.S. drug testing regulations. Similarly, exporters of information 
technology equipment were given permission by U.S. authorities to use Standards 
Council accredited laboratories to do required radio frequency emission and interference 
testing. 


During 1996/97, the council answered 10,316 requests for standards information. 


The council continued to expand its use of the Internet as a means of communication and 
promotion. The council’s web site averaged over 50,000 hits per month. In March 1997, 
the Web site received its 750,000" visitor. 


Performance 

Not including parliamentary appropriations, the council recorded total revenue of 

$5.1 million compared to $4.6 million in the previous year — an increase of 11 percent. 
This increase resulted in large measure from major contracts awarded under Industry 
Canada’s Standards Initiative Program and from increased conformity assessment 
accreditation fees. 


Total expenses amounted to $10.1 million — an increase of 4 percent from the previous 
year. Salaries and employee benefits increased as positions that had remained vacant 
throughout much of the previous year were filled. 


Corporate Objectives for the Next Planning Period 


The council will continue to promote the competitiveness of Canadian industry and 
enhance the quality of life for Canadians through standardization. 


170 Standards Council of Canada 




















1996/97 1995/96 1994/95 1993/94 1992/93 

FINANCIAL SUMMARY (§$ million); financial year ending March 31 

Financial Position 

Total assets 4.2 3.4 oe 2.8 2.6 

Loans from private sector 0.0 0.0 0.0 0.0 0.0 

Loans from Canada 0.0 0.0 0.0 0.0 0.0 

Shareholder’s equity 2.4 22 I) 1.6 i 

Operations 

Revenues Dl 4.6 4.2 335 3.1 

Net income 0.2 0.2 0.4 0.3 0.2 

Funding from Canada 

Budgetary So) 5.3) 5.4 5.6 5.8 

Change in budgetary funding -2% -3% -3% -5% -3% 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT TP V2 68 60 63 
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VANCOUVER PORT CORPORATION 


Chairperson Carole Taylor 


President and Captain Norman C. Stark 
Chief Executive Officer 


Head Office 1900 Granville Square 
200 Granville Street 
Vancouver, British Columbia, V6C 2P9 
Telephone: (604) 666-8966 
Facsimile: (604) 666-8239 
Web Site: http://www.portvancouver.com 


Incorporation and Status | 1983 by letters patent of incorporation pursuant to 
subsection 25(1) of the Canada Ports Corporation Act 
(R.S.C. 1985, c. C-9); Schedule III, Part II of the 
Financial Administration Act; an agent of Her Majesty. 


Appropriate Minister The Honourable David Collenette, P.C., M.P. 
Minister of Transport 





Auditor KPMG 





Mandate and Background 


The Vancouver Port Corporation was established in 1983 to administer, manage and 
control the Vancouver harbour, and works and property within the harbour. 


Products and Services 


The corporation is an autonomous local port corporation that provides the services 
necessary for Canada’s international shipping trade in the Vancouver harbour. 


The port handles coal, grain, sulphur, potash, chemicals, wood, pulp and lumber, as well 
as cruise traffic. 


Corporate Highlights 
The corporation made representations to the House of Commons Standing Committee on 


Transport regarding Bill C-44, the proposed Canada Marine Act. This Bill proposed 
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immense change for the port community through the creation of autonomous Canada port 
authorities at successful commercial ports, the divestiture of ports to other management 
groups, the closure of unnecessary port facilities, and the dissolution of the Canada Ports 
Corporation. Bill C-44 died on the order paper with the April 1997 dissolution of 
Parliament. On October 2, 1997, the Minister of Transport re-introduced the proposed 
legislation to the House of Commons as Bill C-9. 


The corporation initiated or participated in several significant projects during the year. It 
entered into a sister port relationship with the Port of Guangzhou in southern China. The 
corporation now has its own office in Beijing and sister ports at Dalian in the north, 
Shanghai in the centre and Guangzhou in the south. It hosted two international 
conferences. 


Development of the new, state-of-the-art container terminal neared completion during 
1996. Located at Robert’s Bank, this is a $235 million project, of which Vancouver Port 
Corporation’s share is $180 million. This facility, known as Deltaport, was officially 
opened in June 1997 and doubles Vancouver’s container capacity. 


The corporation completed an agreement with the City of Vancouver and private industry 
for lands to construct a new overpass connecting a major highway directly to a dedicated 
port roadway. This initiative will keep port traffic off residential streets. 


To promote development and increase income from existing assets, the corporation 
negotiated a 10-year lease with a subsidiary of B.C. Ferries for a North Vancouver 
waterfront site to allow construction of an assembly building for the manufacture of new, 
high-speed catamaran ferries. 


Performance 

The Port of Vancouver handled a record 72 million tonnes in 1996, surpassing the 
previous record of 71.5 million tonnes, which was set in 1995. Overall, container traffic 
improved by 24 percent as a result of greater traffic from established customers together 
with the introduction of Hanjin, Sealand/Maersk and Hyundai/K-Line, which started 
calling at the port. Bulk cargo, primarily coal, grain, sulphur, potash and chemicals, 
represented 85 percent of the port’s tonnage — up 2 percent from the previous year. 
Meanwhile, general cargo, representing 8 percent of total tonnage, declined by 24 percent 
owing to the transfer to a neighbouring port of some two million tonnes of domestic 
cargo moving by barge to Vancouver Island. 


The Vancouver-Alaska cruise market grew for the 14" consecutive year. Revenue 
passengers totalled 701,500, an increase of 18 percent from 596,000 passengers in 1995. 


In 1996, the corporation reported operating revenues of $64.8 million, income from 
operations of $20.5 million and a net loss of $508,000. The net loss was primarily due to 
a $26.1 million write-down of property and equipment that resulted from a 
comprehensive revaluation of certain assets of Canada Place Corporation. The write- 
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down was partially offset by a $7.5 million adjustment in the corporation’s favour to 
payments in lieu of municipal taxes. 


Corporate Objectives for the Next Planning Period 
The Vancouver Port Corporation’s major objectives are to: 


- Proactively grow the volume of cargo and passengers through the Port of Vancouver; 


- Earn the level of return required to provide or contribute to facilities, services and 
technologies for the corporation’s customers; 


- Attract and keep business in the port through earned trust and respect; 


¢ Maintain and grow port business by respecting and co-existing with its environment 
(natural and community); 


¢ Provide outstanding service to port customers. 





1996 1995 1994 1993 1992 


FINANCIAL SUMMARY ($ million); financial year ending December 31 
Financial Position 


Total assets S33 1/ 447.6 382.9 366.9 328.4 
Loans from private sector B52) 44.2 0.0 0.0 0.0 
Loans from Canada 17 Dal 2.4 27] 3.0 
Shareholder’s equity 361.0 364.8 37 344.2 307.8 
Operations 
Revenues 69.0 66.6 66.3 60.2 64.5 
Net income (0.5) 2 15.8 et 23.3 
Funding from Canada 
Budgetary 0.0 0.0 0.0 0.0 0.0 
Change in budgetary funding - - - - - 
Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 
Payments to Canada 
Loan repayments 0.4 0.3 0.3 0.3 0.3 
Dividends 3}05) 4.4 3.0 6.6 Te1/ 
EMPLOYMENT 180 181 145 145 220 
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VIA RAIL CANADA INC. 


Chairperson 


Marc LeFrancois 





President and 
Chief Executive Officer 


Head Office 


Incorporation and Status 


Appropriate Minister 


Auditor 












Terry W. Ivany 





6th Floor 

2 Place Ville Marie 

P.O. Box 8116, Station Centre-Ville 
Montreal, Quebec, H3B 2C9 
Telephone: (514) 871-6000 
Facsimile: (514) 871-6619 

Web Site: http://www. viarail.ca 


1977 under the Canada Business Corporations Act, 
Schedule III, Part I of the Financial Administration Act; 
not an agent of Her Majesty. 





The Honourable David Collenette, P.C., M.P. 
Minister of Transport 


Raymond, Chabot, Martin, Paré and the 
Auditor General of Canada 








Mandate and Background 


VIA Rail Canada Inc. was incorporated in 1977 under the Canada Business Corporations 
Act to manage and provide a safe and efficient passenger rail service. 


Products and Services 


VIA Rail operates 421 trains weekly on 14,000 kilometres of track. The company serves 


more than 400 communities. 


Corporate Highlights 


In 1996, VIA implemented a new strategic plan called Service for Success by identifying 
the key elements that make it more competitive and viable as a business. 


VIA Rail Canada Inc. 
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As part of a six-month test of medium- to long-distance commuter markets, VIA added 
frequencies and more trains in key southwestern and eastern Ontario markets. In the fall 
of 1996, VIA became the first passenger railway in the world to provide interactive, self- 
booking through the Internet. 


Performance 

Over the past three years, VIA has made significant progress in its attempt to transform 
its operations from a product-centred, operationally focused corporation into a customer- 
centred, cost-conscious passenger service. A number of initiatives in 1996 contributed to 
this progress. By the end of 1996, VIA’s workforce numbered 3,000, which represents a 
reduction of 33 percent since 1992. This is the first full year working under new 
collective agreements struck in 1995, allowing VIA to modernize its labour practices. 
The completion of a three-year streamlining effort has yielded annual savings of 

$46 million. 


To improve customer service, VIA replaced complimentary light meals and beverages in 
Corridor coach service with a new cash food service that give passengers more choice. 
This change generated $1.8 million in food sales while reducing costs. VIA also began 
accepting coach reservations and has started a comprehensive redesign of Economy 
Class. On-the-job safety performance improved: lost-time injuries and days lost fell by 
more than 30 percent. 


The significant increase in VIA’s net loss from $26.1 million in 1996 to $70.1 million in 
1997 was due mainly to the $33.8 million write-down of its properties and $10 million in 
reorganization charges to be funded in subsequent years. 


The summary information table includes data on VIA’s performance indicators. 


Corporate Objectives for the Next Planning Period 


One of VIA Rail’s objectives is to increase its ridership by an average of 2 percent above 
market growth. It will also strive to provide customer service that is better than that of 
any other transportation mode in Canada. 


The company will move towards self-sufficiency by increasing revenues and reducing 
costs. 


Through enhanced training and effective communication, VIA intends to make its staff 
more successful. It will also continue to promote safety for staff and customers. 
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1996 1995 1994 1993 1992 

FINANCIAL SUMMARY ($ million); financial year ending December 31. 

Financial Position 

Total assets UNS 783.4 790.4 812.5 866.4 

Loans from private sector 0.0 0.0 0.0 0.0 0.0 

Loans from Canada 0.0 0.0 0.0 0.0 0.0 

Shareholder’s equity 591.0 640.5 626.9 640.9 676.6 

Operations 

Revenues 184.5 175.0 176.4 164.2 155.8 

Net income (70.1) (26.1) (39.3) (47.5) (33.0) 

Funding from Canada 

Budgetary 245.2 295.4 Site? 348.1 388.9 

Change in budgetary funding -17% -1% -9% -10% -1% 

Non budgetary (loans and investments) 0.0 0.0 0.0 0.0 0.0 

Payments to Canada 

Loan repayments 0.0 0.0 0.0 0.0 0.0 

Dividends 0.0 0.0 0.0 0.0 0.0 
EMPLOYMENT 3,000 3,178 B57 18 4,131 4,478 
PERFORMANCE INDICATORS 

Passengers (000) 3,666.0 3,597.0 3,586.0 357/010 3,601.0 

Passenger miles 892,412.0 859,088.0 834,142.00 819,607.0  817,271.0 

Government operating funding per passenger mile 

(cents) D2. 29.8 3521 41.0 42.1 

Average passenger load factor (%) 59.0 61.0 60.0 SEM 57.0 

On-time performance (%) 84.0 86.0 87.0 90.0 90.0 

Revenue/cash operating expense ratio (%) 47.3 44.0 40.2 33.8 32.0 
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CORPORATE HOLDINGS 


This section presents information on Crown 
corporations and their corporate holdings as 
of August 31, 1997. The information is 
provided in three parts: 


Statistical Summary 


This table shows the number of parent 
Crown corporations, subsidiaries and 
associates on a comparative basis with those 
of the previous year. 


Changes During the Year 

This list shows the changes that have 
occurred in each parent Crown corporation’s 
subsidiaries and associates since the 
President of the Treasury Board’s 1996 
Annual Report to Parliament on Crown 


Corporations and Other Corporate Interests 
of Canada. 


Crown Corporations’ Corporate 
Holdings 

This section contains a comprehensive list of 
parent Crown corporations and their 
subsidiaries and associates. 


179 








Number of Parent Crown Corporations, Their Wholly Owned 


Subsidiaries, and Other Subsidiaries and Associates 
(at their financial year-ends on or before August 31) 


Parent Crown corporations 








Wholly owned subsidiaries 











Other subsidiaries and associates 











Canada Lands Company Limited 


Canada Museums Construction Corporation Inc. Deleted 
Canada Post Corporation 

2717786 Canada Inc. Added 

964102 Ontario Inc. Added 

CINA Holdings B.V. Deleted 

G.D. Express Worldwide N.V. Deleted 

G.Dr Net BY. Deleted 

Purolator Customs Services Ltd. Added 

Supercourier (1987) Ltd. Added 
Canadian Broadcasting Corporation 

Showcase Deleted 
Canadian Race Relations Foundation Added 
Enterprise Cape Breton Corporation 

Bell Bray Golf Developments Incorporated Added 
Marine Atlantic Inc. 

Coastal Transport Ltd. Deleted 

Newfoundland Dockyard Corporation Deleted 
VIA Rail Canada Inc. 

Railroad Association Insurance Ltd. Deleted 


Corporate Holdings 











Atlantic Pilotage Authority 





























2. Atomic Energy of Canada Limited 
Subsidiaries held at 100% 
e AECL Technologies B.V. 
¢ AECL Technologies Inc. 
3. Bank of Canada 
4. Business Development Bank of Canada 
Associate held at less than 50% 
® Cominco Ltd.! 
5. Canada Council 
6. Canada Deposit Insurance Corporation 
7. Canada Development Investment Corporation 
Subsidiaries held at 100% Associate held at less than 50% 
* Canada Eldor Inc. ¢ Varity Corporation! 
¢ Canada Hibernia Holding Corporation and its 
associate 
- Hibernia Management and Development 
Company Ltd. (8.5%) 
¢ Theratronics International Limited and its 
subsidiary 
- Meicor Inc. (65%) 
8. Canada Lands Company Limited 
Subsidiaries held at 100% 
¢ 3148131 Canada Limited 
¢ Canada Lands Company CLC Limited 
* Canada Lands Company (Vieux-Port de Québec) 
Inc. 
¢ CN Tower Limited 
¢ Old Port of Montreal Corporation Inc.” 
9. Canada Mortgage and Housing Corporation 
10. Canada Ports Corporation 


Subsidiary held at 100% 
¢ Ridley Terminals Inc. 
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11. Canada Post Corporation 


Subsidiaries held at 100% 

¢ 2875039 Canada Limited 

¢ 2875047 Canada Limited 

¢ 3106900 Canada Inc. 

* Canada Post Systems Management Ltd. 
* Canada Post Holdings and its subsidiary 


- PCL Courier Holdings Inc. (75%) and its 
subsidiaries 


- 964102 Ontario Inc. (100%) 


- Purolator Courier Ltd. (100%) and its 
subsidiaries 


2717786 Canada Inc. (100%) 


Canadian Teleservices Corporation 
(100%) 


Distribution Management Services Inc. 


(100%) 


Purolator Customs Services Ltd. 
(100%) 


Supercourier (1987) Ltd. (100%) 


Associates held at less than 50% 


¢ Cooperative Vereniging 
International Post Corporation 
U.A. (6.2%) and its subsidiaries 


- IPC Technology S.C. (96%) 
- IPC Unipost S.C. (96%) 





12. Canadian 


Broadcasting Corporation 


Associates held at less than 50% 


¢ Cable North Microwave 
Limited (1 share) 


¢ Master FM Limited (20%) 
¢ Visnews Limited (1 share) 





13. Canadian Commercial Corporation 





14. Canadian Dairy Commission 





15. Canadian Film Development Corporation 





16. Canadian Museum of Civilization 





17. Canadian Museum of Nature 





18. Canadian Race Relations Foundation 





19. Canadian Wheat Board, The 





20. Cape Breton Development Corporation 


Subsidiary held at 100% 
* Cape Breton Carbofuels Limited* 
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21. Defence Construction (1951) Limited 
22. Enterprise Cape Breton Corporation 


Subsidiaries held at 100% Associates held at less than 50% 
* Cape Breton Marine Farming Limited* * Bell Bray Golf Developments 
¢ DARR (Cape Breton) Limited* Incorporated 
¢ Gulf Bras D'Or Estates Limited* * Canadian Tennis Technology 

Limited 
¢ General Mining Building 
Limited 


¢ Lynwood Inn Limited 
e Silver Screen Star Limited 





23. Export Development Corporation 


Subsidiary held at 100% 
e Exinvest Inc. 


24. Farm Credit Corporation 

25. Freshwater Fish Marketing Corporation 

26. Great Lakes Pilotage Authority, Ltd. 

27. Halifax Port Corporation 

28. International Development Research Centre 
29. Laurentian Pilotage Authority 

30. Marine Atlantic Inc. 

31. Montreal Port Corporation 


Subsidiary held at 100% 
¢ 176422 Canada Inc. 


32. National Arts Centre Corporation 

33. National Capital Commission 

34. National Gallery of Canada 

35. National Museum of Science and Technology 
36. Pacific Pilotage Authority 

37. Petro-Canada Limited 

38. Port of Quebec Corporation 

39. Prince Rupert Port Corporation 

40. Queens Quay West Land Corporation 
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41. Royal Canadian Mint 
42. Saint John Port Corporation 
43. St. John’s Port Corporation 
44. St. Lawrence Seaway Authority, The 
Subsidiaries held at 100% 
* Great Lakes Pilotage Authority, Ltd.” 
e The Jacques Cartier and Champlain Bridges 
Incorporated 
¢ The Seaway International Bridge Corporation, Ltd. 
45. Standards Council of Canada 
46. Vancouver Port Corporation 
Subsidiary held at 100% 
¢ Canada Place Corporation 
47. VIA Rail Canada Inc. 
Notes 

1. | Only non-voting preferred shares are held. 

2. Canada Lands Company (Vieux-Port de Québec) Inc. ceased operations on March 31, 1988. A 
decision has yet to be taken with respect to its formal dissolution pending the resolution of certain 
legal matters. 

3. | Old Port of Montreal Corporation Inc., a wholly owned subsidiary of the Canada Lands Company 
Limited, has been directed by Order in Council (P.C. 1987-86) to report as if it were a parent 
Crown corporation. 

4. Inactive corporation. 

5. | Not included in the statistical summary of wholly owned subsidiaries. Pursuant to the Pilotage Act, 
the Financial Administration Act (FAA) applies to the Great Lakes Pilotage Authority as if it were 
a parent Crown corporation within the meaning of the FAA. 
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OTHER CORPORATE 
INTERESTS 


The Other Corporate Interests section 
provides information on: 


corporations with share capital owned 
by Canada through share ownership or 
board membership with other 
organizations or other governments; 


corporations without share capital (for 
example, non-profit corporations) for 
which the government has a legal right 
to appoint or approve the appointment 
of some members to the board of 
directors; and 


organizations formed pursuant to an 
international agreement where the 
government has a right to appoint or 
approve the appointment of some 
members to the governing body, or in 
which Canada holds shares. 


This information is grouped in listings as 
follows: 


Mixed Enterprises 

Corporate entities whose shares are partially 
owned by Canada, through a minister. The 
balance of shares is owned by private sector 
parties. 


Joint Enterprises 

Corporate entities whose shares are partially 
owned by Canada, through a minister. The 
balance of shares is owned by another level 
of government. 
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international Organizations 

International organizations are corporate entities created pursuant to international 
agreements by which Canada has a right to appoint or elect members to a governing 
body. 


Other Entities 


This category includes corporate entities in which Canada holds no shares but, either 
directly or through a Crown corporation, has a right pursuant to statute, articles of 
incorporation, letters patent or by-law, to appoint or nominate one or more members to 
the board of directors or similar governing body. 


Corporations under the terms of the Bankruptcy and Insolvency 
Act 


This group includes corporate entities whose shares are partially owned by Canada 
following receipt by a trustee in bankruptcy. 


Statistical Summary 


The statistical summary table shows the numbers of mixed enterprises, joint enterprises, 
international organizations, other entities, and corporations for whom shares have been 

acquired under the Bankruptcy and Insolvency Act as of March 31, 1997 in comparison 

with March 31, 1996. 


Changes During the Year 
This section provides the names of the other corporate interests of Canada, as of 
March 31, 1997, deleted or added to the listings since March 31, 1996. 
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(as at March 31) 


Other Corporate Interests 
of Canada 





Mixed Enterprises 















Joint Enterprises 3 ) 





International Organizations 20 RS) 





Other Entities 86 66 





Corporations under the terms 
of the Bankruptcy and 
Insolvency Act 

















Mixed Enterprises 
Canarctic Shipping Company Limited 


Joint Enterprises 


International Organizations 
North American Commission for Environmental Co-operation — 
Joint Public Advisory Committee 


Other Entities 
Agriculture Adaptation Council 
Agriculture Institute of Management in Saskatchewan Inc. 
Association québécoise des bio-industries 
Association québécoise des fabricants de l'industrie médicale 
B.C. Investment Agriculture Foundation 
Canada Grains Council 
Canada-Newfoundland Offshore Petroleum Board 
Canada-Nova Scotia Offshore Petroleum Board 


Other Corporate Interests 








Deleted 


No Additions or 
Deletions 


Added 


Deleted 
Added 
Added 
Added 
Added 
Deleted 
Added 
Added 
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Canada Television and Cable Production Fund 

Canadian Centre for Swine Improvement 

Canadian Dairy Network 

Canadian Farm Business Management Council 

Canadian Institute for Energy Training 

Centre de développement du porc du Québec Inc. 

Centre d'entreprises et d'innovation de Montréal 

Club Export agro-alimentaire du Québec 

Conseil de promotion du logiciel québécois 

Conseil pour le développement de I'agriculture du Québec 
Conseil de recherches en péche et agroalimentaire du Québec 
Fondation du maire de Montréal pour la Jeunesse 

Fonds de développement-emploi Montréal 

Fonds québécois d'adaptation des entreprises agroalimentaires 
GEAGRI 

Inno-Centre 

Institut de design Montréal 

Institut EDI du Québec 

Le Consortium de télévision Québec Canada Inc. (TV5) 
Learning for a Sustainable Future 

Manitoba Crop Diversification Centre 

Montréal International 

Ontario Agriculture Training Institute 

Plastiservices Inc. 


Corporations held under the terms of the 
Bankruptcy and Insolvency Act 


Gemini Technology Inc. 
Autoskill International Inc. 


188 





Added 
Added 
Added 
Added 
Deleted 
Added 
Added 
Added 
Added 
Deleted 
Added 
Added 
Added 
Deleted 
Added 
Added 
Added 
Added 
Added 
Deleted 
Added 
Added 
Added 
Added 


Deleted 
Added 
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Description and General Information 





Fiscal Year End/ 








Responsible Minister Statutory Total Assets (A)/ 
Corporation Head Office Authority and Liabilities (L)/ Federal 

Mandate/Government Objective Information Year Incorporated Auditor Ownership 
Minister of Finance 
National Sea Products Limited 
To process and market fish, P.O. Box 910 The Companies Act December 30 10.65% 
seafoods and fish by-products Lunenburg, N.S. of Nova Scotia, A = $144.0M 
around the world. BOJ 2CO amalgamated in = 1 13-6M 

(902) 422-9381 1967 Ernst & Young 
Petro-Canada 
To enhance shareholder’s value = 52nd Floor Canada Business December 31 18% 
through development, production West Tower Corporations Act, A = $7.77B 
and distribution of hydrocarbons 150-6th Ave. S.W. 1975 L=$2:96B 
and other types of fuel and Calgary, Alberta Arthur Andersen 
energy. T2P3E3 & Company 

(403) 296-8000 
Minister of Natural Resources 
NPM Nuclear Project Managers Canada Inc. 
Nuclear project and construction 22nd Floor Canada Business March 31 17% 
management. To transfer this 2020 University Street Corporations Act, A = $28.6M 
activity to the private sector. Montreal, Quebec 1982 L = $24.6M 

H3A 2A5 Price Waterhouse 

(514) 288-1990 
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Description and General Information 





Fiscal Year End/ 


Responsible Minister Statutory Total Assets (A)/ 
Corporation Head Office Authority and Liabilities (L)/ Federal 
Mandate/Government Objective Information Year Incorporated Auditor Ownership 


Minister of Industry and Minister responsible for the Federal Office of 
Regional Development (Quebec) 


Société du parc industriel et portuaire Québec-Sud 


To promote the development of | 229-A St. Omer Special act of the March 31 40% 
an industrial and port park inthe Suite 101 Quebec Government A = $2.5M 

city of Lauzon in order to Lévis, Quebec (1974) L=$0M 

provide a venue for major GO6N 6N4 Auditor General 

industrial projects. To administer (418) 833-5925 of Quebec 


this industrial and port park. 
Minister of Industry and of Western Economic Diversification 


North Portage Development Corporation & The Forks Renewal Corporation 


To foster the social and 201- One Forks Manitoba March 31 33.574 
economic redevelopment of the Market Road Corporations A = $131.7M 
North Portage area in Winnipeg. Winnipeg, Man. Act, 1983 = p3349M 

R3C 4L9 Deloitte & 

(204) 943-7752 Touche 


Minister of Natural Resources 


Lower Churchill Development Corporation Limited 


To establish a basis for the P.O. Box 12700 Newfoundland December 31 49% 
development of all or part of the St. John's, Nfld. Companies A = $30M 

hydroelectric potential of the A1B 3T5 Act, 1978 L = $0M 

Lower Churchill basin and the (709) 737-1400 Ernst & Young 

line transmission of this energy 

to markets. 
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Description and General Information 





Responsible Minister 
Corporation 


Mandate/Government Objective 


Head Office 
Information 


Year Incorporated 


Fiscal Year End/ 
Total Assets (A)/ 
Liabilities (L)/ 
Auditor 


Statutory 
Authority and Federal 


Ownership 





Minister of the Environment 


International Lake Memphremagog Levels Board 


The Board provides a forum for 
dispute resolution regarding the 
regulation of the levels of Lake 
Memphremagog in accordance 
with international obligations 
and federal and provincial 
legislation. 


c/o EC, Quebec Region 
Suite 300 


100 Alexis-Nihon Blvd. 


Saint Laurent, Quebec 
H4M 2N8 
(514) 283-1628 


International Lake of the Woods Control Board 


Lake of the Woods is an 
international boundary water. 
The Lake of the Woods Control 
Board is responsible for the 
regulation of levels in the Lake 
of the Woods and Lac Seul and 
flows in the Winnipeg and 
English Rivers downstream of 
these lakes to their junction, in 
accordance with international 
obligations and federal and 
provincial legislation. 


n/app = not applicable 


Other Corporate Interests 


c/o EC, Environmental 
Protection Service 

4th floor 

351 St. Joseph Blvd. 

Hull, Quebec 

KIA 0H3 

(819) 997-2529 








The Board was 
created pursuant to 
an agreement 
between the 
governments of 
Canada and the 
U.S.A. 


n/app n/app 


The Board was 
created pursuant to 
Section 2 of the 
Lake of the Woods 
Control Board Act 
and is further 
mandated by the 
Canada-U.S. 
Boundary Waters 
Treaty 
(Convention and 
Protocol, 1925). 


n/app n/app 
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Description and General Information 





Fiscal Year End/ 





Responsible Minister Statutory Total Assets (A)/ 
Corporation Head Office Authority and Liabilities (L)/ Federal 
Mandate/Government Objective Information Year Incorporated Auditor Ownership 
Minister of the Environment (continued) 
International Niagara Committee 
The Committee determines the c/o EC, Ontario Region The Niagara n/app n/app 
amount of water available for P.O. Box 5050 Diversion Treaty, 
the purposes of the Treaty and 867 Lakeshore Road 1950 as 
records the amounts of water Burlington, Ontario administered by 
used for power diversions. L7R 4A6 the Department of 
(905) 336-4713 Foreign Affairs 

and International 

Trade and the U.S. 

State Department 
International Porcupine Caribou Board 
The Board makes c/o EC Agreement signed n/app n/app 
recommendations and provides Pacific and Yukon by the U.S.A. and 
advice on those aspects of the Region Canada on the 
conservation of the Porcupine P.O. Box 340 Conservation of 
Caribou Herd and its habitat that Delta, B.C. the Porcupine 
require international co- V4K 3Y3 Caribou Herd, 
ordination. (604) 946-8546 1987 


North American Commission for Environmental Cooperation — Joint Public Advisory Committee 


The committee provides advice 
to the Council of the North 
American Commission for 
Environmental Cooperation on 
matters within the scope of the 
North American Agreement on 
Environmental Cooperation, a 
"side agreement" to the North 
American Free Trade 
Agreement. 


Room 200 

393 West 
St-Jacques St. 

Montreal, Quebec 

H2Y 1N9 

(514) 350-4300 


The Committee n/app n/app 
was created 

pursuant to the 

North American 

Agreement on 

Environmental 

Cooperation. 
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Description and General Information 





Fiscal Year End/ 


Responsible Minister Statutory Total Assets (A)/ 
Corporation Head Office Authority and Liabilities (L)/ Federal 
Mandate/Government Objective Information Year Incorporated Auditor Ownership 





Minister of Finance 


European Bank for Reconstruction and Development 


To develop a vibrant private One Exchange Square European Bank for — Arthur 3.4% 
sector and to help foster the London, England Reconstruction and — Andersen 

transition from centrally EG? ZEH Development 

planned economies to market 44-171-338-6000 Agreement Act, 

economies in the new Europe. WEN 


International Bank for Reconstruction and Development 


To assist in the reconstruction 1818 H Street N.W. Bretton Woods and Price 2.99% 
and development of territories Washington, D.C. Related Agreements | Waterhouse 
of member countries. 20433, U.S.A. Act, 1945 


(202) 623-1000 


International Development Association 


To promote economic 1818 H Street N.W. Articles of Price 3.03% 
development, increase Washington, D.C. Agreement, 1960, Waterhouse 
productivity and thus raise 20433, U.S.A. International 
standards of living in the less (202) 477-1234 Development 
developed areas of the world. Association Act, 
1960 
International Finance Corporation 
To further economic 1850 I Street N.W. Articles of Price 3.58% 
development by encouraging the Washington, D.C. Agreement; Waterhouse 
growth of productive enterprises 20433, U.S.A. Vote 731, 
in member countries, (202) 473-1234 Appropriation Act 
supplementing the activities of No. 6, 1956 


the International Bank for 
Reconstruction and 
Development. 
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Description and General Information 





Responsible Minister 
Corporation 
Mandate/Government Objective 


Head Office 
Information 


Fiscal Year End/ 


Statutory Total Assets (A)/ 
Authority and Liabilities (L)/ Federal 
Year Incorporated Auditor Ownership 





Minister of Finance (continued) 


International Monetary Fund 


700 19th St. N.W. 
Washington, D.C. 
20431, U.S.A. 
(202) 623-7430 


Established to promote 
economic welfare by 
encouraging the expansion of 
trade, the maintenance of 
orderly exchange arrangements, 
and the reduction of balance of 
payments. 


Multilateral Investment Guarantee Agency 


To encourage the flow of 
investments for productive 
purposes among member 
countries, thus supplementing 
the activities of the International 
Bank for Reconstruction and 
Development, the International 
Finance Corporation and other 
international development 
finance institutions. 


Washington, D.C. 
20433, U.S.A. 
(202) 477-6167 


Minister of Fisheries and Oceans 


Great Lakes Fishery Commission 


Study of the Great Lakes Suite 209 
fisheries: installation of devices 
and application of lampricides in 
the Convention area and related 
tributaries for lamprey control; 48105-1563 
and provision of a forum for the U.S.A. 
development of fisheries 

management programs. 


Boulevard 
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1818 H Street N.W. 


2100 Commonwealth 


Ann Arbor, Michigan 


Agreement signed — External Audit 2,91 70 


by member Committee 

countries, 1945 

Bretton Woods and_ Price 2.97% 

Related Waterhouse 

Agreements Act, 

1988 
Great Lakes Deloitte & n/app 
Fisheries Touche 


Convention Act, 
1955, R.S.C. 1970, 
c. F-15. 
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Description and General Information 





Responsible Minister 
Corporation 


Mandate/Government Objective 


Head Office 
Information 


Statutory 
Authority and 


Year Incorporated 


Minister of Fisheries and Oceans (continued) 


International Pacific Halibut Commission 


Conservation, restoration, 
rational management and sharing 
of halibut resources in the Pacific 
Ocean. 


Pacific Salmon Commission 


Conservation, restoration, 
rational management and sharing 
of Northeast Pacific salmon 
stocks. Establishment of salmon 
management and enhancement 
programs to reduce interceptions, 
to prevent overfishing and to 
secure, for each country, benefits 
equivalent to the production of 
salmon from its own waters. 


P.O. Box 95009 
Seattle, WA 
98145-2009 
TLS AS 


600-1155 Robson St. 


Vancouver, B.C. 
V6E 1B5 


North Pacific 
Halibut Fishery 
Convention Act, 
R:S.C., ¢, 43 


Treaty between the 
Government of 
Canada and the 
Government of the 
United States of 
America 
concerning Pacific 
Salmon (signed 
January 28, 1985; 
ratified March 18, 
1985) 


Fiscal Year End/ 
Total Assets (A)/ 





Minister of Foreign Affairs 


African Development Bank 


To contribute to the economic 
development and social 
advancement of the member 
countries, individually and 
collectively. To contribute to the 
achievement of Canada’s 
development assistance, foreign 
policy and trade objectives in 
Africa. 
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01, Box 1387 
Abidjan 01 

Ivory Coast 
Africa 

01 1-225-20-44-44 


Agreement signed 
by member 
countries, 1963 
and the 
International 
Development 
(Financial 
Institutions) 
Continuing 
Assistance Act 


Liabilities (L)/ Federal 
Auditor Ownership 

Coopers & n/app 
Lybrand 

Peat Marwick n/app 

Thorne 

Deloitte & 3.16% 

Touche; and 

Akintola 

Williams and 

Hussan Inc. 
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Description and General Information 








Fiscal Year End/ 


Responsible Minister Statutory Total Assets (A)/ 
Corporation Head Office Authority and Liabilities (L)/ Federal 

Mandate/Government Objective Information Year Incorporated Auditor Ownership 
Minister of Foreign Affairs (continued) 
Asian Development Bank 
To promote the economic and P.O. Box 789 Agreement signed Deloitte & 5.38% 
social advancement of 1099 Manila by member Touche 
developing country members. To Philippines countries, 1965 and 
contribute to the achievement of = 01 1-632-711-3851 the International 
Canada’s development assistance, Development 
foreign policy and trade (Financial 
objectives in Asia. Institutions) 

Continuing 

Assistance Act 
Caribbean Development Bank 
To contribute to the harmonious P.O. Box 408 Agreement signed Price 8.97% 
economic growth and Wilday, St. Michael by member Waterhouse 
development of the member Bridgetown countries, 1969 and 
countries, and integration among Barbados the /nternational 
them, having special and urgent 1-8-246-429-3550 Development 
regard to the needs of the less (Financial 
developed members of the Institutions) 
region. To contribute to the Continuing 
achievement of Canada’s Assistance Act 
development assistance, foreign 
policy and trade objectives. 
Inter-American Development Bank 
To contribute to the acceleration 1300 New York Agreement signed Price 4.15% 
of the process of economic/social Avenue N.W. by member Waterhouse 
development of the regional Washington, D.C. countries, 1959 and 
developing member countries, 20577, U.S.A. the International 


individually or collectively. To 
contribute to the achievement of 
Canada’s development assistance, 
foreign policy and trade 
objectives. 
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(202) 623-1000 


Development 
(Financial 
Institutions) 
Continuing 
Assistance Act 
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Description and General Information 





Fiscal Year End/ 


Responsible Minister Statutory Total Assets (A)/ 
Corporation Head Office Authority and Liabilities (L)/ Federal 
Mandate/Government Objective Information Year Incorporated Auditor Ownership 





Minister of Foreign Affairs (continued) 


International Boundary Commission 


To maintain the demarcation Room 571 Treaty of n/app n/app 
and cartographic representation 615 Booth Street Washington, 1908; 

of the land and water boundary Ottawa, Ontario International 

between Canada and the United KIA OE9 Boundary 

States, and to regulate all (613) 995-434] Commission Act, 

construction within three 1960 


metres of the boundary line. 


Minister of Veterans Affairs 


Commonwealth War Graves Commission 


To mark and maintain graves 2 Marlow Road Royal Charter, 1917 Coopers n/app 
and memorials and keep Maidenhead Lybrand & 

records of the members of the Berkshire, U.K. Deloitte 

Forces of the Commonwealth SL6 7DX 

who died in the two World (0628) 34221 

Wars. 
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Description and General Information 


Responsible Minister Statutory 
Corporation Head Office Authority and 

Mandate/Government Objective Information Year Incorporated Auditor 
Minister of Agriculture and Agri-Food 
Agriculture Institute of Management in Saskatchewan, Inc. 
The main objective is to have the Room 125 Section 4(a) of the Mintz & Wallace 
Institute co-operate with the federal 3085 Albert Street Department of 
and provincial governments in the Regina, Saskatchewan Agriculture and Agri- 
implementation of the Canadian Farm S4S OB1 Food Act 
Business Management Program in (306) 787-5964 
Saskatchewan. 
Agri-Food Innovation Fund 
The purpose of the Fund as provided 329-3085 Albert Street The Crown Saskatchewan 
in the Act is to enhance the Regina, Saskatchewan Corporations Act, Provincial Auditor 
diversification of the Saskatchewan S4S OB1 1993 (Sask.) 
agriculture and food industry, to (306) 780-8262 


support research and development in 
the Saskatchewan agriculture and 
food industry and to encourage 
Saskatchewan farmers and rural 
residents to create economic 
opportunities and jobs. 


B.C. Investment Agriculture Foundation (BCIAF) 


To manage the decision making and P.O. Box 8248 
delivery of British Columbia’s Victoria, B.C. 
allocation of adaptation and safety net V8W 3R9 
funding; to set priorities and fund 

projects that foster long-term growth, 

employment and competitiveness of 

B.C.’s agriculture and food industry, 

associated industries and rural areas. 


Agriculture and Agri- Newly 

Food BCIAF By-laws incorporated — 
auditors to be 
appointed. 
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Description and General Information 


Responsible Minister 
Corporation Head Office 


Mandate/Government Objective Information Year Incorporated Auditor 


Statutory 
Authority and 


Minister of Agriculture and Agri-Food (continued) 


Canadian Centre for Swine Improvement (CCSI) 


Assumed the responsibilities for Central Experimental Farm AAFC-CCSI 
swine genetic improvement and Bldg. #54, Maple Drive privatization 
evaluation transferred from AAFC in Ottawa, Ontario agreement 

March 1996. K1A 0C6 OIC No. PC 1995- 


(613) 233-8872 


Canadian Dairy Network (CDN) 


Assumed the responsibilities for Suite 307 

dairy genetic improvement and 150 Research Lane 

evaluation transferred from AAFC. Guelph, Ontario 
NIG 4T2 


(519) 767-9660 


Canadian Farm Business Management Council (CFBMC) 


The main objective is to have the Suite 1110 
CFBMC monitor and provide 75 Albert Street 
guidance on the implementation of Ottawa, Ontario 
the Canadian Farm Business K1P S5E7 


Management Program; promote and _—— (613) 237-9060 
encourage the application of sound 

farm business management 

principles and practices; and 

encourage, co-ordinate and fund 

projects undertaken on a national, 

regional, multi-provincial or 

provincial basis. 
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2/635; 

OIC No. PC 1995- 
2/1848; Department of 
Agriculture and Agri- 
Food Act, 1994; 
Federal Real Property 
Act, 1991 


AAFC-CDN 
privatization 
agreement OIC No. 
PC 1995 - 2/1846; 
Department of 
Agriculture and Agri- 
Food Act, 1994 


Section 4(a) of the 
Department of 
Agriculture and Agri- 
Food Act 


Bath Haché 


G.E. Arien 


Deloitte & Touche 
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Description and General Information 
Responsible Minister 


Corporation Head Office Authority and 
Mandate/Government Objective Information Year Incorporated Auditor 


Statutory 


Minister of Agriculture and Agri-Food (continued) 


Canadian International Grains Institute 


To promote, on a non-profit basis, Suite 1000 

for the general advantage of Canada, 303 Main St. 
the development, maintenance and Winnipeg, Man. 
enlargement of Canadian and R3C 3G7 
international markets for Canadian (204) 983-3289 
grains and oilseeds and the products 

thereof. 


Canadian Livestock Records Corporation 


To perform services for and on 2417 Holly Lane 
behalf of members of the fifty Breed Ottawa, Ontario 
Associations. To ensure the K1V OM7 
maintenance of the Breed (613) 731-7110 
Associations’ Herd Books and to 

maintain the General Stud and Herd 

Book. 


Centre de développement du porc du Québec Inc. 


To promote the development and use Bureau 340 

of new technologies that could 2795, boul. Laurier 
improve quality, efficiency and Sainte-Foy, Québec 
profitability of the Quebec hog G1V 4M7 

industry, with respect to (418) 650-2440 
environment. 


Club Export Agro-alimentaire du Québec 


To assist its members (agri-food Suite 102 
industries) to promote their products — Edifice de Bleury 
on international market by providing 200, rue MacDonald 
information, developing an 
international network and increasing Québec 
sales. J3B BJ6 

(514) 349-1521 


200 


St-Jean-sur-Richelieu 


Canada Corporations 


er, LOIZ 


Animal Pedigree Act, 


1988 


3° partie de la Loi sur 


les compagnies du 
Québec 


3° partie de la Loi sur 


les compagnies du 
Québec 
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Deloitte & 
Touche 


Ernst & Young 


Samson Bélair 


Variable 








Description and General Information 


Responsible Minister 
Corporation 


Mandate/Government Objective Information Year Incorporated Auditor 


Head Office 


Statutory 
Authority and 


Minister of Agriculture and Agri-Food (continued) 


Conseil de recherches en péche et agroalimentaire du Québec 


To advise the Minister of Agriculture, 


Fisheries and Food Quebec on MAPAQ 
research and development activities to 200 St. Foy 
encourage dialogue in order to help 9th Floor 

the bio-food sector further the goal of | Quebec, Quebec 
sustainable development. GIR 4X6 


(418) 646-5774 


GEAGRI 

To contribute to the development of 200 St. Foy 
agriculture management andeconomy 9th Floor 
through the gathering of partners for Quebec, Quebec 
the realization of activities, tools and GIR 4X6 


services suited for customers’ needs. (418) 646-5772 


Manitoba Crop Diversification Centre (MCDC) 


An industry-led initiative with a Box 309 
mandate to identify, evaluate, Carberry, Manitoba 
demonstrate and facilitate the use of ROK OHO 


new crops, technologies and value (204) 834-6000 
added opportunities in a sustainable 
agricultural system. MCDC has three 
owned sites, and two partnership sites 
representing a range of soil and 
climates. Much of the Centre’s work 
is Carried out in co-operation with 
outside agencies, groups and 
individuals. The centre provides a 
variety of assistance for research and 
demonstration activities, including 
technical support and use of its 
facilities and land. 





Other Corporate Interests 


Direction de la recherche 


Gouvernement du 
Québec; Loi sur le 
vérificateur général 


Gouvernement du 


Québec : l’inspecteur 


général des 
institutions 
financiéres 
(incorporation) 


TB 795946 and 
795046 which gave 
effective project 
approval to sign an 
agreement between 
the Govt. of Canada, 
the Govt. of the 
Province of 
Manitoba and the 
Manitoba 
Horticultural 
Productivity 
Enhancement Centre 


Vérificateur général 


Groupe Mallette 
Maheu 


Myers, Norris & 
Penny 
Auditor General 
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Description and General Information 





Responsible Minister Statutory 
Corporation Head Office Authority and 
Mandate/Government Objective Information Year Incorporated 


Minister of Agriculture and Agri-Food (continued) 


Ontario Agriculture Training Institute (OATI) 


The main objective is to have OATI Suite 405 
Section 4(a) of the 


co-operate with the federal and 491 Eglinton Avenue West 

provincial governments in the Toronto, Ontario Department of 
implementation of the Canadian MSN 1A8 Agriculture and Agri- 
Farm Business Management (416) 485-3677 Food Act 

Program in Ontario. 

POS Pilot Plant Corporation 

To be a practical world-class 118 Veterinary Rd. Canada Corporations 
research and development facility for Saskatoon, Sask. Act, 1973 

Canadian and international industry STN 2R4 

so that secondary and tertiary (306) 975-7066 

industry can be started and 

developed in Canada. 

Western Grains Research Foundation 

To initiate, encourage, support and 118 Veterinary Rd. Canada Corporations 
conduct research into grain Saskatoon, Sask. Act, 1981 

production and into economic and STN 2R4 

market development of grain (306) 975-0060 


Auditor 


Deloitte & 
Touche 


KPMG Peat 
Marwick Thorne 


Coopers & 
Lybrand 


products. 


Minister of Canadian Heritage 


1997 Brandon Canada Games Society Inc. 


To plan, organize and stage the 1997 ~—:108 - 18th Street The Corporations Act 
Canada Summer Games. Brandon, Manitoba (Manitoba) 1993 
R7A 5A4 


(204) 729-1997 


1999 Corner Brook Canada Winter Games Host Society 


To plan, organize and stage the 1999 ~— P.O. Box 1999 The Corporations Act 
Canada Winter Games. Corner Brook, Nfld. (Newfoundland) 1995 
A2H 6T2 


Tel: (709) 637-1999 
Fax: (709) 785-1999 
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Ernst & Young 


To be appointed 








Description and General Information 


Responsible Minister Statutory 
Corporation Head Office Authority and 
Mandate/Government Objective information Year Incorporated Auditor 


Minister of Canadian Heritage (continued) 


Association for the Export of Canadian Books 


To promote the export of Canadian 
books. To administer the export 
budget for the Department of 
Canadian Heritage’s Book Publishing 
Industry Development Program. 


Suite 1101 

1 Nicholas St. 
Ottawa, Ontario 
KIN 7B7 

(613) 562-2324 


Calgary Olympic Development Association 


To foster the development of 
Canadian athletics; to administer the 
Olympic Endowment Funds; and to 
operate and maintain the Canada 
Olympic Park. 


Canada Games Council 


To provide a major national multi- 
sport event for the best young athletes 
in all provinces and territories. 


88 Canada Olympic Road 
S.W. 

Calgary, Alta. 

T2M 4N3 

(403) 247-5416 


1600 James 
Naismith Drive 

Gloucester, Ontario 

KIB 5N4 

(613) 748-5799 


Canada Television and Cable Production Fund 


To increase the broadcast presence of 
high quality Canadian programs and 
to enhance the Canadian broadcasting 
and production sector. 


Suite 802 
45 Charles St. E. 
Toronto, Ontario 
M4Y 1S2 


Canadian Sport and Fitness Administration Centre 


To provide support services in the 
areas of administration and 
promotion. 





Other Corporate Interests 


1600 James 
Naismith Drive 

Gloucester, Ontario 

KIB 5N4 

(613) 748-5708 


Canada 
Corporations Act, 
Oa 


Society Act of 
Alberta, 
1979 


Canada 
Corporations Act, 
199] 


Canada 
Corporations Act, 
Part II, 1996 


Canada 
Corporations Act, 
1974 


Robert B. Shortley 


Price Waterhouse 


Deloitte & Touche 


KPMG 


KPMG Peat 
Marwick Thorne, 
and Mitchell & 
Co. 
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Description and General Information 


Responsible Minister Statutory 
Corporation Head Office Authority and 


Mandate/Government Objective Information Year Incorporated Auditor 


Minister of Canadian Heritage (continued) 


Coaching Association of Canada 


To improve the formal training of 1600 James Naismith Canada Ouseley Hanvey 
coaches through the National Drive Corporations Act, Clipsham Deep 
Coaching Certification Program and Gloucester, Ontario 1O7F1 

related programs, and to consolidatea KIB5N4 

profession of coaching which will (613) 748-5624 


ensure job opportunities are matched 
by qualified candidates. 


Commonwealth Centre for Sport Development 


To establish and operate a multi-sport 4636 Elk Drive Society Act of B.C., KPMG 
development centre, dedicated to Victoria, B.C. 1988 Peat Marwick 
developing standards of high V8Z5M1 Thorne 
performance and competitive (604) 744-3538 


excellence in athletes and coaches, 
within domestic and international 
amateur sports. 


Le Consortium de télévision Québec Canada Inc. (TV5) 


Promote the French language Bureau 101 Canada Corporations Samson Bélair 
throughout the world through a 1755, Boul. René- Act, Part II, 1991 Deloitte & 
specialty television service. Lévesque Est Touche 

Montreal, Quebec 

H2K 4P6 
National Sport Centre — Calgary 
To support high-performance athletes c/o Faculty of Physical Society Act of Alberta, Price 
to achieve podium performances at Education 1994 Waterhouse 
international competitions through a University of Calgary 
holistic development process. 2500 University Drive 

NW 
Calgary, Alberta 
T2N 1N4 


Tel: (403) 220-8196 
Fax: (403) 282-6972 
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Description and General Information 


Responsible Minister 
Corporation 


Mandate/Government Objective Information Year Incorporated Auditor 


Head Office 


Minister of Canadian Heritage (continued) 


Pan American Games Society (WPG 1999) Inc. 


500 Shaftsbury Blvd. 
Winnipeg, Manitoba 
R3P 0M1 

(204) 985-1999 


To plan, organize and stage the 1999 
Pan American Games in Winnipeg. 


Sport Information Resource Centre 


1600 James Naismith Drive 
Gloucester, Ontario 

KIB 5N4 

(613) 748-5658 


To maintain a non-profit national 
sport information resource centre to 
serve the educational needs of those 
involved in the development of sport 
and fitness in Canada. 


Minister of the Environment 


Wildlife Habitat Canada 


To promote the conservation, 
restoration and enhancement of 
wildlife habitat in Canada in order to 
retain the diversity, distribution and 
abundance of wildlife. 


Suite 200 

7 Hinton Avenue 
Ottawa, Ontario 
K1Y 4P1 

(613) 722-2090 


Minister of Fisheries and Oceans 


International Fisheries Commissions Pension Society 


c/o Department of 
Fisheries and Oceans 

200 Kent Street 

Ottawa, Ontario 

K1A OE6 

(613) 993-1860 


To arrange for and administer the 
provision of pensions and insurance 
for Canadian employees of any 
international fisheries commission, 
whose seat or headquarters is 
established and maintained by Canada 
or the U.S., or both. 


Statutory 
Authority and 


The Corporations Act 
(Manitoba) 1994 


Canada Corporations 
Act, 1987 


Canada Corporations 
Act, 1984 


Canada Corporations 
Act, 1957 





Other Corporate Interests 





Price 
W aterhouse 


Guindon 
Charron 


KPMG Peat 
Marwick 
Thorne 


Director 
General 
Corporate 
Review, 
Evaluation 

and Audit 
Directorate, 
Department of 
Fisheries and 
Oceans 
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Description and General Information 


Responsible Minister Statutory 
Corporation Head Office Authority and 
Mandate/Government Objective Information Year Incorporated Auditor 
Minister of Foreign Affairs 
Asia-Pacific Foundation of Canada 
To develop closer ties between the Suite 666 Asia-Pacific Arthur Andersen & 
peoples and institutions of Canada 999 Canada Place Foundation of Company 
and the Asia-Pacific region. Vancouver, B.C. Canada Act, 1984 
V6C 3El 


(604) 684-5986 


International Centre for Human Rights and Democratic Development 


To promote and support co-operation 
between Canada and other countries 
for the purpose of developing and 
strengthening human rights 
institutions. 


Ist Floor 

63, rue de Brésoles 
Montreal, Quebec 
H2YEVa 

(514) 283-6073 


Roosevelt Campobello International Park Commission 


To administer as a memorial the 
Roosevelt Campobello International 
Park. 


Minister of Health 


P.O. Box 9, Welshpool 
Campobello Is., N.B. 
E0G 3HO 

(506) 752-2992 


Canadian Centre on Substance Abuse 


To promote increased awareness, on 
the part of Canadians, of matters 
relating to alcohol and drug abuse and 
their increased participation in the 
reduction of harm associated with 
such abuse, and to promote the use of 
relevant programs. 


Suite 300 

75 Albert Street, 
Ottawa, Ontario 
K1P 5E7 

(613) 235-4048 


Canadian Fitness and Lifestyle Research Institute 


To conduct research, and collect, 
interpret and disseminate information 
pertaining to the fitness levels of 
Canadians. 
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Suite 201 

185 Somerset St. W. 
Ottawa, Ontario 
K2P 0V2 

(613) 233-5528 





Auditor General 
of Canada 


International Centre 
for Human Rights 
and Democratic 
Development Act, 
1988 


The Roosevelt Foster, Carpenter, 


Campobello Black & Co. 

- International Park 
Commission Act, 
1964 
Canadian Centre on McIntyre & 
Substance Abuse McLarty 
Act, 1988 
Canada Ouseley Hanvey 
Corporations Act, Clipsham Deep 
1980 


Other Corporate Interests 








Description and General Information 


Responsible Minister Statutory 
Corporation Head Office Authority and 


Mandate/Government Objective Information Year Incorporated Auditor 


Minister of Health (continued) 


PARTICIPaction 

To inform Canadians about the Suite 220 Canada KPMG Peat 
positive benefits of physical fitness 40 Dundas St. W. Corporations Act, Marwick Thorne 
and to motivate them to adopt healthy, Toronto, Ontario LOFA 

physically active lifestyles. To M5G 2C2 


promote fitness through participation (416) 977-7467 
in sport and physical recreation. 


Terry Fox Humanitarian Award Inc. 


To encourage Canadian youth to seek —c/o Simon Fraser Canada Ouseley Hanvey 
high ideals as represented by Terry University Corporations Act, Clipsham Deep 
Fox by granting commemorative Burnaby, 1980 

scholarships for the pursuit of higher British Columbia 

education; to establish, maintain and V5A 186 

manage an endowment fund. (604) 291-3057 


Minister of Indian Affairs and Northern Development 


Northern Native Fishing Corporation 


To preserve a fleet of fishing vessels P.O. Box 876 British Columbia Carlyle Shepherd 
and related licences for the long-term 4-214 Third Ave. W. Companies Act, & Co. 

benefit of native fishermen, and to Prince Rupert, B.C. 1982 

foster their development as V8J 3Y1 

independent business operators. (250) 627-8436 


Minister of Industry 


Canada Foundation for Innovation 


To strengthen Canadian capability for 350 Albert Street Budget To be appointed 
research by committing funds to the P.O. Box 77 Implementation Act, 

development of research Ottawa, Ontario 1997 

infrastructure in Canada. KIR 1A4 


(613) 947-6496 
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Description and General Information 


Responsible Minister Statutory 
Corporation Head Office Authority and 
Mandate/Government Objective Information Year Incorporated Auditor 


Minister of Industry and Minister Responsible for the Federal Office of 


Regional Development (Quebec) 


Association québécoise des bio-industries 


To provide services to businesses in Suite 100 
the biotechnology industry 
(marketing, technology transfer and 


lobbying). 


Chomedey, Quebec 
H7B 3Z1 


155 Chomedey Blvd. 


Loi sur les 
compagnies du 
Québec, 1995 


Association québécoise des fabricants de l'industrie médicale 


To provide services to businesses in 
the health care products sector 
(marketing, technology transfer and 
lobbying). 


POs BOX 75 
Succursale Youville 
Montreal, Quebec 
H2P 2V4 


Centre d’entreprises et d’innovation de Montréal 


33 Prince Street 
Montreal, Quebec 
H3C 2M7 


To provide services to businesses 
starting up, particularly in the areas of 
technology and fashion. 


Conseil de promotion du logiciel québécois 


To provide support to businesses for Suite 600 
training on electronic data 
interchange. Montreal, Quebec 


H2Y.2Y5 


Fondation du maire de Montréal pour la Jeunesse 


Suite 4.106 

275 Notre-Dame E. 
Montreal, Quebec 
H2Y 1C6 

(514) 872-8401 


To assist young disadvantaged 
Montrealers who are contributing to 
Montreal’s economc development by 
starting their own businesses. 


Fonds de développement-emploi Montréal 

Suite 100 

5703 Sherbrooke E. 
Montreal, Quebec 
HIN 3M1 


To promote the economic 
development of the most 
disadvantaged areas of Montreal by 
providing capital funding to small 
local businesses through a capital 
investment fund. 
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8475 Christophe-Colomb 


407 St. Laurent Blvd. 


Loi sur les 
compagnies du 
Québec, 1987 


Loi sur les 
compagnies du 
Québec, 1995 


Loi sur les 
compagnies du 
Québec, 1990 


Loi sur les 
compagnies du 
Québec, 1995 


Loi sur les 
compagnies du 
Québec, 1988 


Other Corporate Interests 


Campeau Vachon 


Samson Bélair 
Deloitte & Touche 


Raymond, Chabot, 
Martin, Paré 


Raymond, Chabot, 
Martin, Paré 


Auditor of the City 
of Montreal 


Mallette Maheu 














Description and General Information 


Responsible Minister 
Corporation 


Mandate/Government Objective Information Year Incorporated Auditor 


Statutory 


Head Office Authority and 


Minister of Industry and Minister Responsible for the Federal Office of 
Regional Development (Quebec) (continued) 


Inno-Centre 


To provide support to small and 
medium sized businesses. 


Institut de design Montréal 


To promote design as an economic 
value and to increase the exposure of 
designers on the local and 
international scenes. 


Institut EDI du Québec 


To assist software designers in 
marketing their products and 
suppliers in identifying software 
products in Quebec. 


Montréai International 


To promote the Greater Montreal 
area at an international level. 


Plastiservices Inc. 


To provide services to businesses in 
the plastics industry in order to 
develop this industry in Montreal 
East. 





Other Corporate Interests 





Suite 220 


4900 Jean Talon W. 


Montreal, Quebec 
H4P 1W9 


Level 3 

390 St. Paul E. 
Montreal, Quebec 
H2ZY LH? 


Ste. CT-228 
Mezzanine 

World Trade Centre 
393 St. Jacques W. 
Montreal, Quebec 
H2Y 1N9 


Suite 3200 

380 St. Antoine W. 
Montreal, Quebec 
H2Y 347 


Ste. 201 


7777 Louis-H. Lafontaine, 


Anjou, Quebec 
H1K 4E4 
(514) 355-2266 


Loi sur les 
compagnies du 
Québec, 1985 


Loi sur les 
compagnies du 
Québec, 1989 


Loi sur les 
compagnies du 
Québec, 1990 


Loi sur les 
compagnies du 
Québec, 1988 


Loi sur les 
compagnies du 
Québec, 1994 





André Normandin 


Raymond, Chabot, 
Martin, Paré 


Samson Bélair 
Deloitte & Touche 


Raymond, Chabot, 
Martin, Paré 


Geoffroy Montcalm 
Lacasse 
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Description and General Information 


Responsible Minister Statutory 
Corporation Head Office Authority and 
Mandate/Government Objective Information Year Incorporated Auditor 
Minister of Natural Resources 
Canada-Newfoundland Offshore Petroleum Board 
To administer the relevant provisions 6th floor, TD Centre The Canada- Deloitte & Touche 
of the Canada-Newfoundland Atlantic 140 Water Street Newfoundland 
Accord Implementation Acts as St. John’s, Atlantic Accord 
enacted by the Parliament of Canada Newfoundland Implementation Acts, 
and the Legislation of Newfoundland A1C 6H6 1985 
and Labrador. The Board is funded by (709) 778-1400 
equal contributions from both the 
federal and provincial governments. 
Canada-Nova Scotia Offshore Petroleum Board 
To administer the relevant provisions 6th Floor TD Centre The Canada-Nova Deloitte & Touche 


of the Canada-Nova Scotia Offshore 
Petroleum Resources Accord 
Implementation Acts enacted by the 
Parliament of Canada and the 
Legislation of Nova Scotia. The 
Board is funded by both the federal 
and provincial governments with 
equal contributions. 


1791 Barrington Street 
Halifax, Nova Scotia 
B3N 3K9 

(902) 422-5588 


Forest Engineering Research Institute of Canada 


To conduct research and development 
aimed at improving the efficiency of 
operations relating to the harvesting 
and transportation of wood and to 
improving the equipment used for 
silvicultural and private woodlots 
forestry. 
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580 St. Jean Blvd. 
Pointe-Claire, Quebec 
H3R 3J9 


(514) 694-1140 





Scotia Offshore 
Petroleum Resources 
Accord 
Implementation Act, 
1982 


Samson Bélair 
Deloitte & 
Touche 


Canada Corporations 
Act, 1976 


Other Corporate Interests 











Description and General Information 
Responsible Minister 


Statutory 


Corporation Head Office Authority and 
Mandate/Government Objective Information Year Incorporated Auditor 


Minister of Natural Resources (continued) 


Forintek Canada Corporation 


To be the leading force in the 
technological advancement of the 
Canadian wood products industry, 
through creation and implementation 
of innovative concepts, processes, 
products, and education programs. 


2665 East Mall 

University of 
British Columbia 

Vancouver, B.C. 

V6T 1W5 

(604) 224-3221 


Maritime Forestry Complex Corporation 


To establish a Maritime Provinces 
Regional Forestry Complex. 


Hugh John Flemming 
Forestry Centre, 

RR #10, 

Fredericton, N.B. 

E3B 6H6 

(506) 453-3801 


National Community Tree Foundation 


To promote public awareness and 


education regarding Canada’s forests, 
to provide leadership and community 


action in building the conservation 
ethic in Canada and in co-ordinating 
actions and soliciting co-operation 
and funding, in support of tree 
planting and forest conservation. 


Suite 1550 

220 Laurier Avenue 
West 

Ottawa, Ontario 

KIP 5Z9 

(613) 567-5545 


Pulp and Paper Research Institute of Canada 


To enhance the technical 
competitiveness of its member 
companies through activities that 
support and supplement their own 
research and technical efforts. 





Other Corporate Interests 


570 Saint-Jean Blvd. 
Pointe Claire, Quebec 
HOR 3J9 

(514) 630-4100 


Deloitte & 
Touche 


Canada Corporations 
Act, 1979 


Maritime Forestry Deloitte & Touche 
Complex Corporations 
Act, New Brunswick, 


1980 


KPMG Peat 
Marwick Thorne 


Canada Corporations 
Act, 1991 


Samson Bélair 
Deloitte & Touche 


Canada Companies 
Act, 1950 
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Description and General Information 


Responsible Minister 
Corporation 


Mandate/Government Objective Information Year Incorporated Auditor 


Minister of Transport 


Blue Water Bridge Authority 


To acquire, hold, operate, maintain, 
repair and add to the Canadian portion 
of the Blue Water Bridge between 
Point Edward, Ontario and Port Huron, 
Michigan. 


Head Office 


Bridge Street 


Point Edward, Ontario 


N7V 4J5 
(519) 336-2720 


Buffalo and Fort Erie Public Bridge Authority 


To construct, maintain and operate the 
Peace Bridge between Buffalo, New 
York and Fort Erie, Ontario. 


The Peace Bridge 
Peace Bridge Plaza 
Buffalo, N.Y. 
14213 U.S.A. 
(905) 871-1608 


Saint John Harbour Bridge Authority 


To construct a bridge across the 
Harbour of Saint John, to enter into 
agreements respecting the financing, 
construction and financial operation of 
the bridge, and to collect tolls and other 
charges for the operation and 
maintenance of the bridge. 
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29 King Street 
P.O) BOxs3 728, 
Station B 


West Saint John, N. B. 


E2M 5C1 
(506) 635-1320 


Statutory 
Authority and 


Blue Water Bridge Deloitte & Touche 


Authority Act, 1964 


An Act respecting the Ernst & Young 
Buffalo and Fort Erie 
Public Bridge 


Company, 1934 


An Act to establish a Deloitte & Touche 
Harbour Bridge 
Authority in the City 


of Saint John, 1962 


Other Corporate Interests 














Description and General Information 


Responsible Minister 
Corporation 


Mandate/Government Objective Information Year Incorporated Auditor 


Head Office 


Minister of Transport (continued) 


CANADIAN AIRPORT AUTHORITIES: 


Statutory 
Authority and 


The mandate of a Canadian Airport Authority is to manage, operate and develop the airport(s) for which it is 
responsible in a safe, secure, efficient, cost effective and financially viable manner with reasonable airport user 
charges and equitable access to all air carriers; undertake and promote the development of the airport lands for 
which it is responsible for uses compatible with air transportation activities; and expand transportation facilities 


and generate economic activity in ways which are compatible with air transportation activities. 


Greater London International 
Airport Authority 


Greater Moncton Airport 
Authority, The 


Greater Toronto Airports 
Authority 


Halifax International Airport 


Ottawa Macdonald-Cartier 
International Airport Authority 


Other Corporate Interests 


Xenon Capital 
Corporation 

Suite 400, 

248 Pall Mall St. 

London, Ontario 

N6A 5P6 


Suite 110 

236 St. George Street 
Moncton, N.B. 

EIC 1W1 


P.O. Box 60311 
Toronto AMF, Ontario 
LSP 1B2 


800 - 1959 Upper 
Water Street 

Halifax, N.S. 

B35.2x2 


Suite 1132 

Royal Bank Centre 
90 Sparks Street 
Ottawa, Ontario 
K1P 5B4 


Canada Corporations 
Act, Part II 


Canada Corporations 
Act, Part II 


Canada Corporations 
Act, Part II 


Canada Corporations 
Act, Part II 


Canada Corporations 
Act, Part II 


To be appointed 


To be appointed 


To be appointed 


To be appointed 


To be appointed 








Description and General Information 


Responsible Minister 
Corporation 


Mandate/Government Objective Information Year Incorporated Auditor 


Head Office 


Minister of Transport (continued) 


Saint John Airport Transition 
Team 


Saskatoon Airport Authority 


Société aéroportuaire de 
Québec 


St. John’s Regional Airport 
Planning Group 


Thunder Bay International 
Airports Authority Inc. 


Victoria Airport Authority 


New Brunswick 

Telephone Company 
Limited 

One Brunswick Square 

P.O. Box 1430 

Saint John, N.B. 

E2L 4K2 


700-122 First Ave. 
South 
Saskatoon 


Saskatchewan 
S7K 7E5 


Maison régionale de 
l’industrie et du 
commerce du Québec 

17 rue St-Louis, 

B.P. 430 

Quebec City, Quebec 

GIR 3Y8 


St. John’s Board of 
Trade 

Baine Johnston Centre 

10 Fort William Place 

P.O- Box 5127 

St. John’s, Nfld. 

AIC 5V5 


c/o Carrel & Partners 
P.O. Box 638 

West Arthur Place 
Thunder Bay, Ontario 
P7B 4W6 


201-1640 Electra Blvd. 
Sydney, B.C. 
V8L 5V4 


Statutory 
Authority and 


Canada Corporations To be appointed 
Act, Part II 


Canada Corporations To be appointed 
Act, Part II 


Canada Corporations To be appointed 
Act, Part II 


Canada Corporations To be appointed 
Act, Part II 


Canada Corporations To be appointed 
Act, Part II 


Canada Corporations To be appointed 
Act, Part II 


Other Corporate Interests 








Description and General Information 


Responsible Minister 
Corporation 


Mandate/Government Objective Information Year Incorporated Auditor 


Head Office 


Minister of Transport (Continued) 


Winnipeg Airports Authority Inc. 


HARBOUR COMMISSIONS: 


Room 249 


2000 Wellington Ave. 


Winnipeg, Manitoba 
R3H 1Ci 


Statutory 
Authority and 


Canada Corporations 


Act, Part II 


To be appointed 


To manage and control the harbour and the works and property therein under its jurisdiction. To develop the port 
and act as a catalyst in the utilization of port facilities and furthering trade nationally and internationally. 


Fraser River Harbour Commission 


Hamilton Harbour Commission 


Nanaimo Harbour Commission 


North Fraser Harbour Commission 


Other Corporate Interests 


713 Columbia Street 
Suite 500 

New Westminster, 
BC 

V3M 1B2 

(604) 524-6655 


605 James Street N. 
Hamilton, Ontario 
L8L 1K1 

(905) 525-4330 


104 Front Street 
P.OsBoxl3! 
Nanaimo, B.C. 
VOR 5K4 

(604) 753-4146 


2020 Airport Road 
Richmond, B.C. 
V7B 1C6 

(604) 273-1866 


Harbour Commission 
Act, 1964 


Hamilton Harbour 
Commissioners Act, 
1957 


Harbour Commission 
Act, 1964 


Harbour Commission 
Act, 1964 


Doane Raymond 


Coopers & 
Lybrand 


Bestwick and 
Partners 


BDO Dunwoody 








aE case 


Description and General Information 


Responsible Minister 


Corporation Head Office 


Minister of Transport (continued) 


Oshawa Harbour Commission 


1050 Farwell Street 
P.O. Box 492 
Oshawa, Ontario 
L1H 6N6 

(905) 576-0400 


Port Alberni Harbour Commission 


2750 Harbour Road 
P.O. Box 99 

Port Alberni, B.C. 
VOY 7W6 

(604) 723-5312 


Thunder Bay Harbour Commission 


100 Main St. 
Thunder Bay, Ontario 
P7B 6R9 

(807) 345-6400 


Toronto Harbour Commission 


60 Harbour Street 
Toronto, Ontario 
MS5J 1B7 

(416) 863-2065 


Windsor Harbour Commission 


500 Riverside Drive 
W. 

Windsor, Ontario 

N9A S5K6 

(519) 258-5741 


Statutory 


Authority and 


Mandate/Government Objective Information Year Incorporated Auditor 


Harbour Commission 


Act, 1964 


Harbour Commission 


Act, 1964 


Harbour Commission 


Act, 1964 


Toronto Harbour 
Commissioners Act, 
1911 


Harbour Commission 


Act, 1964 


Deloitte & 
Touche 


Newman Hill 
Duncan & 
Lacoursiére 


KPMG Peat 
Marwick Thorne 


KPMG Peat 
Marwick Thorne 


Coopers & 
Lybrand 


Other Corporate Interests 








Description and General Information 


Responsible Minister 
Corporation 


Head Office 


Statutory 
Authority and 


Mandate/Government Objective Information Year Incorporated Auditor 


Minister of Transport (Continued) 


NAV CANADA 


To acquire, own, manage, operate and 
develop the Canadian civil air 
navigation system in a Safe, secure, 
efficient and cost effective manner. 


Ottawa, Ontario 
KI1P 5L6 


Minister of Veterans Affairs 


Army Benevolent Fund 


To relieve distress and promote the 
well being of Second World War Ottawa, Ontario 
veterans of the Canadian Army and K2P 0G2 

their dependants through the provision (613) 996-6150 
of financial assistance. 


245 Cooper Street 


Last Post Fund 


To ensure the provision of a dignified 
funeral and burial 
to eligible war veterans. 


Suite 916 

685 Cathcart St. 
Montreal, Quebec 
H3B 1M7 

(514) 866-2727 


Other Corporate Interests 


77 Metcalfe Street 


Canada Corporations 
Act, Part I, 1996 


Army Benevolent Fund 
Act, 1947 


Federal Charter, 1921 


KPMG Peat 
Marwick Thorne 


Auditor General 
of Canada 


Consulting and 
Audit Canada 








Description and General Information 






Responsible Minister Statutory 
Corporation Head Office Authority and 
Mandate/Government Objective Information Year Incorporated Auditor 


Prime Minister 


Nature Trust of British Columbia, The 


To purchase and preserve ecologically 808-100 Park Royal 
important parcels of land in B.C. South 


West Vancouver, B.C. 


VI7T 1A2 
(604) 925-1128 


Vanier Institute of the Family, The 


To promote the spiritual and material 94 Centrepointe Drive 


well-being of Canadian families and Nepean, Ontario 
to study their social, physical, K2G 6B1 
mental, moral and financial (613) 228-8500 


environment and characteristics. 


Canada Corporations | KPMG Peat 


Act, 1971 Marwick Thorne 
Canada Business McCay, Duff 
Corporations Act, 

1965 





Description and General Information 


The Superintendent of Bankruptcy has received shares in the following corporations from the 


trustee pursuant to the Bankruptcy and Insolvency Act: 


1. Amertek Inc. 

2. Autoskill International Inc. 

3. Carvern International Industries Ltd. 
4. Colby Resources Corp. 

5. Kenloch Distillers Ltd. 

6. Les laboratoires Quelab Inc. 
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Other Corporate Interests 
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___Name of Corporation 


176422 Canada Inc Subsidiary of Montreal Port 
Corporation 


1997 Brandon Canada Games Society Inc. 


1999 Corner Brook Canada Winter Games 
Host Society 


Subsidiary of Purolator Courier 
Ltd. 
2875039 Canada Limited Subsidiary of Canada Post eee 
ea 
Pees A Ral ie ere 
Corporation 
3148131 Canada Limited Subsidiary of Canada Lands ee 
964102 Ontario Inc. Subsidiary of PCL Courier 
Holdings Inc. Services 
Canada Limited 
Canada Limited 


African Development Bank International Organization Foreign Affairs 


Agriculture Institute of Management in Other Entity 
Saskatchewan, Inc. 












































Association for the Export of Canadian Other Entity Canadian Heritage 










Books 


Association québécoise des bio-industries | Other Entity Industry (FORD-Q) 


Association québécoise des fabricants de Other Entity Industry (FORD-Q) 
l'industrie médicale 


Atlantic Pilotage Authorit Parent Crown Corporation 
Atomic Energy of Canada Limited Parent Crown Corporation Natural Resources 












1. Excluding corporations under the terms of the Bankruptcy and Insolvency Act. 


220 Consolidated List of Crown Corporations and Other Corporate Interests of Canada 














Canada Lands Company (Vieux-Port de 
Québec) Inc. 

Canada Mortgage and Housing 
Corporation 

Canada-Newfoundland Offshore 
Petroleum Board 


Canada-Nova Scotia Offshore Petroleum 
Board 


Canada Place Corporation 


Other Entity 
Parent Crown Corporation 


Associate of Enterprise Cape 
Breton Corporation 


Other Entity 


Other Entity 


Parent Crown Corporation 


Associate of the Canadian 
Broadcasting Corporation 


Other Entity Canadian Heritage 


Parent Crown Corporation anadian Heritage 
Parent Crown Corporation inance 


Parent Crown Corporation 


Subsidiary of Canada 
Development Investment 
Corporation 


Other Entity 
Other Entity 


Subsidiary of Canada 
Development Investment 
Corporation 


Public Works and Government 
Services 


Subsidiary of Canada Lands 
Company Limited 
Subsidiary of Canada Lands Public Works and Government 
Company Limited Services 


Parent Crown Corporation 
Services 
Other Entity Natural Resources 


Other Entity Natural Resources 
Subsidiary of Vancouver Port 
Corporation 


Parent Crown Corporation 


Parent Crown Corporation 


Subsidiary of Canada Post 
Corporation 











* The Canada Foundation for Innovation became a legal entity with the April 25, 1997 passage of the Budget Implementation 
Act. 
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Canada Post Systems Management Ltd. Subsidiary of Canada Post | Public Works and Government 
Corporation Services 

Canada Television and Cable Production Other Entity Canadian Heritage 

Fund 


Canadian Broadcasting Corporation Parent Crown Corporation Canadian Heritage 
Canadian Centre for Swine Improvement Other Entity Agriculture and Agri-Food 
itage 


Canadian Centre on Substance Abuse Other Entity Health 
Canadian Commercial Corporation Parent Crown Corporation International Trade 
Canadian Dairy Commission Parent Crown Corporation Agriculture and Agri-Food 


Name of Corporation _—_—| Category _- Ministerial Portfolio _ 
Canadian Dairy Network Other Entity Agriculture and Agri-Food 


Canadian Farm Business Management Other Entity Agriculture and Agri-Food 
Council 


Canadian Film Development Corporation Parent Crown Corporation Canadian Heritag 


Canadian Fitness and Lifestyle Research Other Entity Health 
Institute 


Canadian International Grains Institute Other Entity Agriculture and Agri-Food 





Canadian Race Relations Foundation Parent Crown Corporation Canadian Heritage 


Canadian Sport and Fitness Administration | Other Entity Canadian Heritage 
Centre 
Subsidiary of Purolator Courier Public Works and Government 

Ltd. Services 

Canadian Tennis Technology Limited Associate of Enterprise Cape 
Breton Corporation 

Wheat Board 

Development Corporation 


Cape Breton Development Corporation Parent Crown Corporation Natural Resources 


Cape Breton Marine Farming Limited Subsidiary of Enterprise Cape Industry 
Breton Corporation 


Caribbean Development Bank International Organization Foreign Affairs 


Centre de développement du porc du Other Entity Agriculture and Agri-Food 
Québec Inc. 
Centre d'entreprises et d'innovation de Other Entity Industry (FORD-Q) 

Montréal 


Club Export Agro-alimentaire du Québec Other Entity Agriculture and Agri-Food 


CN Tower Limited Subsidiary of Canada Lands Public Works and Government 
Company Limited Services 


Coaching Association of Canada Other Entity Canadian Heritage 


Canadian Museum of Civilization * | Parent Crown Corporation Canadian Heritage 


Canadian Livestock Records Corporation Other Entity Agriculture and Agri-Food 
Canadian Museum of Nature Parent Crown Corporation Canadian Heritage 
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Development Bank of Canada 
Commonwealth Centre for Sport Canadian Heritage 
Development 


Commonwealth War Graves Commission __| International Organization Veterans Affairs 


Conseil de promotion du logiciel Industry (FORD-Q) 
québécois 
Conseil de recherches en péche et Agriculture and Agri-Food 
agroalimentaire du Québec 
Cooperative Vereniging International Post | Associate of Canada Post Public Works and Government 
Corporation U.A. Corporation Services 
DARR (Cape Breton) Limited Industry 
Breton Corporation 
Defence Construction (1951) Limited Public Works and Government 
Services 
Distribution Management Services Inc. Public Works and Government 
Ltd. Services 


Enterprise Cape Breton Corporation Parent Crown Corporation Industry 


European Bank for Reconstruction and International Organization Finance 

Exinvest Inc. International Trade 
Development Corporation 

Export Development Corporation International Trade 

Farm Credit Corporation Agriculture and Agri-Food 


Ministerial Portfolio 
Industry 
















Fondation du maire de Montréal pour la Other Entity Industry (FORD-Q) 
Jeunesse 


Fonds de développement-emploi Montréal | Other Entity Industry (FORD-Q) 


Other Entity 







Forest Engineering Research Institute of Natural Resources 


Canada 









Forintek Canada Corporation Other Entity Natural Resources 


Fraser River Harbour Commission Other Entity Transport 
Freshwater Fish Marketing Corporation Parent Crown Corporation Fisheries and Oceans 


GEAGRI Other Entity Agriculture and Agri-Food 


General Mining Building Limited Associate of Enterprise Cape Industry 
Breton Corporation 
Great Lakes Fishery Commission International Organization Fisheries and Oceans 


Great Lakes Pilotage Authority, Ltd. Subsidiary of The St. Lawrence Transport 
Seaway Authority; Parent Crown 
Corporation pursuant to the 
Pilotage Act 


Greater London International Airport Other Entity Transport 
Authority 
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Name of Corporation Catego Ministerial Portfolio 
Greater Moncton Airport Authority, The Other Entity 
Greater Toronto Airports Authority Other Entity 


Gulf Bras D’Or Estates Limited Subsidiary of Enterprise Cape Industry 

Breton Corporation 
Halifax International Airport Other Entity 
Halifax Port Corporation Parent Crown Corporation 


Hamilton Harbour Commission Other Entity 


Company Ltd. Holding Corporation 
Inno-Centre Other Entity 
Institut de design Montréal Other Entity 


Institut EDI du Québec Other Entity 
Development 


[ternational Organization 
International Centre for Human Rights and. | Other Entity 
Democratic Development 

International Development Association International Organization 
International Development Research Parent Crown Corporation 
Centre 


International Finance Corporation International Organization 


Fisheries and Oceans 
Pension Society 


International Lake Memphremagog Levels Environment 

Board 

International Lake of the Woods Control International Organization 
Board 


International Monetary Fund International Organization 































































International Fisheries Commissions Other Entity 








International Organization 








International Niagara Committee International Organization 
International Pacific Halibut Commission International Organization Fisheries and Oceans 


International Porcupine Caribou Board International Organization 
Subsidiary of Cooperative 
Laurentian Pilotage Authorit Parent Crown Corporation 


IPC Technology S.C. Subsidiary of Cooperative Public Works and Government 
Vereniging International Post 

Le Consortium de télévision Québec Other Entity Canadian Heritage 

Canada Inc. (TV5) 





























Public Works and Government 
Services 






Vereniging International Post Services 
IPC Unipost S.C. 
Corporation U.A. 


Corporation U.A. 
Last Post Fund Other Entity Veterans Affairs 
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Name of Corporation 


| Category 
- 






Lower Churchill Development Corporation | Joint Enterprise Natural Resources 
Limited 
Lynwood Inn Limited Associate of Enterprise Cape Industry 
Breton Corporation 


Marine Atlantic Inc. Parent Crown Corporation 


Maritime Forestry Complex Corporation Other Entity Natural Resources 


Ministerial Portfolio 
Manitoba Crop Diversification Centre Other Entity Agriculture and Agri-Food 






Meicor Inc. Subsidiary of Theratronics Finance 
International Limited 
Montréal International Other Entity Industry (FORD-Q) 


Master FM Limited Associate of the Canadian Canadian Heritage 
Broadcasting Corporation 


Montreal Port Corporation Parent Crown Corporation 
Multilateral Investment Guarantee Agency | International Organization 


Nanaimo Harbour Commission Other Entity Transport 
National Arts Centre Corporation Parent Crown Corporation Canadian Heritage 





National Capital Commission Parent Crown Corporation Canadian Heritage 


National Community Tree Foundation Other Entity Natural Resources 
National Gallery of Canada Parent Crown Corporation Canadian Heritage 


National Museum of Science and Parent Crown Corporation Canadian Heritage 
Technolog 


National Sea Products Limited Mixed Enterprise 
National Sport Centre — Calgary Other Entity 

























Nature Trust of British Columbia, The 
NAV CANADA Other Entity 


North American Commission for International Organization Environment 


& The Forks Renewal Corporation Diversification) 
Development 


NPM Nuclear Project Managers Canada Mixed Enterprise Natural Resources 
Inc. 












Environmental Cooperation — Joint 
Public Advisory Committee 




































Public Works and Government 
Services 


Subsidiary of Canada Lands 
Company Limited; reports as a 
parent Crown corporation 
pursuant to subsection 86(2) of 
the Financial Administration Act. 


Ontario Agriculture Training Institute Other Entity Agriculture and Agri-Food 
Oshawa Harbour Commission Other Entity Transport 


Ottawa Macdonald-Cartier International Other Entity Transport 
Airport Authority 


Old Port of Montreal Corporation Inc. 
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Pacific Pilotage Authorit Parent Crown Corporation Transport 
Pacific Salmon Commission International Organization Fisheries and Oceans 


Pan American Games Society (WPG 1999) | Other Entity 
Inc. 


PARTICIPaction Other Entity 


PCL Courier Holdings Inc Subsidiary of Canada Post Public Works and Government 
Holdings Services 


Petro-Canada Mixed Enterprise 
Petro-Canada Limited Parent Crown Corporation 


Other Entity industry (FORD-Q) 


Port Alberni Harbour Commission Other Entity 
Port of Quebec Corporation Parent Crown Corporation 


POS Pilot Plant Corporation Other Entity Agriculture and Agri-Food 
Prince Rupert Port Corporation Parent Crown Corporation 


Pulp and Paper Research Institute of Other Entity Natural Resources 
cars 3 all 
Holdings Inc. Services 
Ltd. Services 
Queens Quay West Land Corporation Parent Crown Corporation Public Works and Government 
eee 
Corporation 
Roosevelt Campobello International Park Other Entity Foreign Affairs 
Rares’ 
Services 


Saint John Airport Transition Team Other Entity 


Saint John Harbour Bridge Authority Other Entity 
Saint John Port Corporation Parent Crown Corporation 


St. John’s Port Corporation Parent Crown Corporation 


St. John’s Regional Airport Planning Other Entity Transport 
Group 


St. Lawrence Seaway Authority, The Parent Crown Corporation Transport 
Saskatoon Airport Authority Other Entity 


Silver Screen Star Limited Associate of Enterprise Cape Industry 
Breton Corporation 


Société aéroportuaire de Québec Other Entity 


Société du parc industriel et portuaire Joint Enterprise Industry (FORD-Q) 
Québec-Sud 


Name of Co re) Ministerial Portfolio 


= 


poration 
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_Name of Corporation : 
Sport Information Resource Centre Other Ent 





ity 7 Canadian Heritage 
Standards Council of Canada 


Supercourier (1987) Ltd. Subsidiary of Purolator Courier Public Works and Government 
td: Services 


Terry Fox Humanitarian Award Inc. Other Entity 
The Jacques Cartier and Champlain Subsidiary of The St. Lawrence Transport 
Bridges Incorporated Seaway Authority 
The Seaway International Bridge Subsidiary of The St. Lawrence Transport 
Corporation, Ltd. Seaway Authority 
Theratronics International Limited Subsidiary of Canada Finance 
Development Investment 
Corporation 


Thunder Bay Harbour Commission Other Entity 


Thunder Bay International Airports Other Entity 


Authority Inc. 
Transport 


Finance 


- _ Ministerial Portfolio 











































Toronto Harbour Commission Other Entity 


Parent Crown Corporation 
Other Entity 

Associate of Canada 
Development Investment 
Corporation 


VIA Rail Canada Inc. 
Victoria Airport Authority Other Entity Transport 


Visnews Limited Associate of the Canadian 
Broadcasting Corporation 
Western Grains Research Foundation Other Entity 


Wildlife Habitat Canada Other Entity 
Windsor Harbour Commission Other Entity 
Winnipeg Airports Authority Inc. Other Entity 





Vancouver Port Corporation 
Vanier Institute of the Family, The 
Varity Corporation 





























Canadian Heritage 


















Agriculture and Agri-Food 








Environment 













Transport 









Transport 
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TABLING OF REPORTS IN 
PARLIAMENT 


The Importance of Adequate and 
Timely Information to Parliament 


The provision of adequate and timely information to 
Parliament is a major objective of the control and 
accountability regime for Crown corporations. A 
well-functioning accountability framework is based 
on the premise that Parliament and the government 
will receive useful information that will allow 
active judgement of corporate performance. 


Corporations report on their performance through 
the corporate plan summary and the annual report. 
For each Crown corporation listed in Part I and 
Part II of Schedule II of the Financial 
Administration Act (FAA), the appropriate minister 
tables a corporate plan summary, a capital budget 
summary and an annual report in Parliament. In 
addition, an operating budget summary is tabled for 
Crown corporations listed in Part I of Schedule III. 


The corporate plan and budget summaries inform 
Parliament of the major strategic and financial 
elements of each Crown corporation. The 
summaries are based on the approved corporate 
plan and budgets, and cover the businesses, 
activities and investments of a corporation and of its 
wholly owned subsidiaries with respect to its future 
operations. A corporation’s annual report informs 
Parliament of the corporation’s performance relative 
to the objectives, strategies and activities approved 
by the government and tabled in the previous 
corporate plan and budget summaries. 
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Reports Tabled in Parliament 


This section shows the tablings in Parliament, by appropriate ministers, of Crown corporation 
documents for the year ended July 31, 1997 pursuant to subsection 152(1) of the FAA. 


The table below provides a record of tablings of annual reports and summaries for the period 
from August 1, 1996 to July 31, 1997. In particular, it contains information on those documents 
tabled or due to be tabled during the current reporting period, as well as documents due to be 
tabled in a previous reporting period and actually tabled during the current one. In some cases, 
the deadline falls after July 31, 1997, and, because future sitting days cannot be predicted, the 
deadlines have not been calculated. Where the deadline has not been calculated and the report 
has been tabled, it is considered on time and will not be reported in future years. 


Subsection 152(2) of the FAA requires the Auditor General of Canada to attest to the accuracy of 
this information in the Auditor General’s annual report to the House of Commons. 


The Deadlines for Tabling in Parliament 
The sitting dates used to calculate deadlines are drawn from the House of Commons Journals 
and the Senate Journals. 


The deadlines for tabling, before each House of Parliament, the corporate plan summary, budget 
Summaries and annual report are: 


- Corporate Plan Summary: 30 sitting days after approval by the Governor in Council of the 
corporate plan. A summary of an amended corporate plan has the same deadline. 


- Capital and Operating Budget Summaries: 30 sitting days after Treasury Board approval 
of the budget. Where the operating and/or capital budgets are incorporated into the corporate 
plan, the deadlines for the budget summaries are the same as those for the corporate plan 
summary. 


- Annual Report: A corporation is to submit, to the appropriate minister, an annual report 
within three months of its financial year-end. The appropriate minister has 15 sitting days to 
table the annual report in each House of Parliament. The deadline is calculated from the date 
on which the appropriate minister acknowledges receipt of the report, when available, or 
three months following the fiscal year-end of the corporation, whichever is earlier. 


Further Information 


Information on annual reports and corporate plan and budget summaries may be obtained by 
contacting the individual corporations. The Corporate Abstracts section of this report provides 
additional information on individual Crown corporations. 
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Document to be Tabled House of Commons Senate 
Deadline Tabled Deadline Tabled 

Atlantic Pilotage Authority 

1996 Annual Report 1997-04-25 1997-04-07 n/av 1997-04-08 

1997 Capital Budget Summary 1997-04-07 1997-04-07 1997-04-24 1997-04-08 

1997 Operating Budget Summary 1997-04-07 1997-04-07 1997-04-24 1997-04-08 

1997 to 2001 Corporate Plan Summary 1997-04-07 1997-04-07 1997-04-24 1997-04-08 
Atomic Energy of Canada Limited 

1995/96 Annual Report 1996-10-04 1996-07-17. = 1996-11-05 1996-09-24 
Canada Deposit Insurance Corporation 

1997/98 Capital Budget Summary n/av 1997-04-25 n/av no 

1997/98 Operating Budget Summary n/av 1997-04-25 n/av no 

1997/98 to 

2001/02 Corporate Plan Summary n/av 1997-04-25 n/av no 

Canada Development Investment 

Corporation 

1996 Annual Report 1997-04-25 1997-04-17 n/av 1997-04-21 

1997, Capital Budget Summary 1997-04-07 1997-04-07 1997-04-24 1997-04-08 

1997 to 2001 Corporate Plan Summary 1997-04-07 1997-04-07 1997-04-24 1997-04-08 
Canada Lands Company Limited 

1995/96 Annual Report 1996-10-04 1996-08-21 1996-11-05 1996-09-24 
In this table, n/av means not available. 
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Document to be Tabled 


Canada Mortgage and Housing 
Corporation 


1996 Annual Report 

1996 Operating Budget Summary 
Amendment 

1997 Capital Budget Summary 

1997 Operating Budget Summary 


1997 to 2001 Corporate Plan Summary 


Canada Ports Corporation : 
1997 Capital Budget Summary 
1997 to 2001 Corporate Plan Summary 


Canadian Commercial Corporation 
1995/96 Annual Report 


Canadian Dairy Commission 


1995/96 Annual Report 
1996/97 Capital Budget Summary 
1996/97 Operating Budget Summary 
1996/97 to 

2000/01 Corporate Plan Summary 


Canadian Museum of Civilization 


1995/96 Annual Report 
1996/97 Capital Budget Summary 
1996/97 Operating Budget Summary 
1996/97 to 

2000/01 Corporate Plan Summary 


Deadline 


1997-04-25 


1997-04-07 
1997-04-07 
1997-04-07 
1997-04-07 


1997-04-07 
1997-04-07 


1996-10-02 


1996-11-28 
1996-11-04 
1996-11-04 


1996-11-04 


1996-10-04 
1996-11-04 
1996-11-04 


1996-11-04 


House of Commons 


Tabled 


1997-04-24 


1997-03-21 
1997-03-21 
1997-03-21 
1997-03-21 


1997-03-17 
1997-03-17 


1996-07-17 


1996-11-07 
1996-10-24 
1996-10-24 


1996-10-24 


1996-08-21 
1996-11-07 
1996-11-07 


1996-11-07 


Senate 


Deadline 


n/av 


1997-04-24 
1997-04-24 
1997-04-24 
1997-04-24 


1997-04-24 
1997-04-24 


1996-10-30 


1996-12-16 
1996-12-17 
1996-12-17 


1996-12-17 


1996-11-05 
1996-12-17 
1996-12-17 


1996-12-17 


Tabled 


no 


1997-04-08 
1997-04-08 
1997-04-08 
1997-04-08 


1997-03-18 
1997-03-18 


1996-09-24 


1996-11-25 
1996-10-28 
1996-10-28 


1996-10-28 


1996-09-24 
1996-11-25 
1996-11-25 


1996-11-25 
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Document to be Tabled House of Commons Senate 
Deadline Tabled Deadline Tabled 
Canadian Museum of Nature 
1995/96 Capital Budget Summary 1996-11-04 1996-11-07 1996-12-17 1996-11-25 
1995/96 Operating Budget Summary 1996-11-04 1996-11-07 1996-12-17 1996-11-25 
1995/96 to 
1999/2000 Corporate Plan Summary 1996-11-04 1996-11-07. 1996-12-17 1996-11-25 
1995/96 Annual Report 1996-10-04 1996-08-21 1996-11-05 1996-09-24 
1996/97 Capital Budget Summary 1996-11-04 1996-11-07 1996-12-17 1996-11-25 
1996/97 Operating Budget Summary 1996-11-04 1996-11-07 1996-12-17 1996-11-25 
1996/97 to 
2000/01 Corporate Plan Summary 1996-11-04 1996-11-07 1996-12-17 1996-11-25 
Cape Breton Development Corporation 
1995/96 Annual Report 1996-10-04 1996-07-17. 1996-11-05 1996-09-24 
Defence Construction (1951) Limited 
1995/96 Annual Report 1996-10-02 1996-07-17 1996-10-30 1996-09-24 
Enterprise Cape Breton Corporation 
1994/95 Capital Budget Summary 1994-11-04 1996-07-17 1995-03-01 1996-09-24 
1994/95 Operating Budget Summary 1994-11-04 1996-07-17 1995-03-01 1996-09-24 
1994/95 to 
1998/99 Corporate Plan Summary 1994-11-04 1996-07-17 1995-03-01 1996-09-24 
1995/96 Annual Report 1996-10-04 1996-07-17 1996-11-05 1996-09-24 
1996/97 Capital Budget Summary 1996-05-30 1996-07-17 1996-10-01 1996-09-24 
1996/97 Operating Budget Summary 1996-05-30 1996-07-17. 1996-10-01 1996-09-24 
1996/97 to 
2000/01 Corporate Plan Summary 1996-05-30 1996-07-17 1996-10-01 1996-09-24 
1996/97 Capital Budget Summary 
Amendment 1996-12-06 no 1997-02-12 no 
1996/97 Operating Budget Summary 
Amendment 1996-12-06 no 1997-02-12 no 
Export Development Corporation 
1996 Annual Report 1997-04-18 1997-03-17 n/av 1997-03-18 
1907 Capital Budget Summary 1997-04-07 1997-03-07 1997-04-24 1997-03-10 
1997 Operating Budget Summary 1997-04-07 1997-03-07 1997-04-24 1997-03-10 
1997 to 2001 Corporate Plan Summary 1997-04-07 1997-03-07 1997-04-24 1997-03-10 
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Document to be Tabled 


Freshwater Fish Marketing Corporation 
1995/96 Annual Report 


Great Lakes Pilotage Authority, Ltd. 


1996 Annual Report 
1997 Capital Budget Summary 
1997 Operating Budget Summary 


1997 to 2001 Corporate Plan Summary 


Halifax Port Corporation’ 
1996 Annual Report 
1997 Capital Budget Summary . 
1997 to 2001 Corporate Plan Summary 





Laurentian Pilotage Authority 


1996 Capital Budget Summary 
1996 Operating Budget Summary 
1996 to 2000 Corporate Plan Summary 
1996 Annual Report 

1997 Capital Budget Summary 
1997 Operating Budget Summary 


1997 to 2001 Corporate Plan Summary 


Marine Atlantic Inc. 


1996 Annual Report 
1997, Capital Budget Summary 
10907, Operating Budget Summary 


1997 to 2001 Corporate Plan Summary 


Montreal Port Corporation’ 


1996 Annual Report 
1997 Capital Budget Summary 
1997 to 2001 Corporate Plan Summary 
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Deadline 


1996-10-04 


1997-04-25 
1997-04-07 
1997-04-07 
1997-04-07 


1997-04-25 
1997-04-07 
1997-04-07 


1996-11-04 
1996-11-04 
1996-11-04 
1997-04-25 
n/av 
n/av 
n/av 


1997-04-25 
1997-04-07 
1997-04-07 
1997-04-07 


1997-04-25 
1997-04-07 
1997-04-07 





House of Commons 


Tabled 


1996-10-29 


1997-04-07 
1997-04-07 
1997-04-07 
1997-04-07 


no 
1997-03-17 
1997-03-17 


1996-09-26 
1996-09-26 
1996-09-26 
1997-04-07 
1997-04-07 
1997-04-07 
1997-04-07 


no 
1997-03-17 
1997-03-17 
1997-03-17 


no 
1997-03-17 
1997-03-17 
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Senate 


Deadline 


1996-11-05 


n/av 
1997-04-24 
1997-04-24 
1997-04-24 


n/av 
1997-04-24 
1997-04-24 


1996-12-17 

1996-12-17 

1996-12-17 
n/av 
n/av 
n/av 
n/av 


n/av 
1997-04-24 
1997-04-24 
1997-04-24 


n/av 
1997-04-24 
1997-04-24 


Tabled 


1996-10-30 


1997-04-08 
1997-04-08 
1997-04-08 
1997-04-08 


no 
1997-03-18 
1997-03-18 


1996-10-01 
1996-10-01 
1996-10-01 
1997-04-08 
1997-04-08 
1997-04-08 
1997-04-08 


no 
1997-03-18 
1997-03-18 
1997-03-18 


no 
1997-03-18 
1997-03-18 

















Document to be Tabled House of Commons Senate 
Deadline Tabled Deadline Tabled 
National Capital Commission 
1995/96 Annual Report 1996-10-04 1996-08-21 1996-11-05 1996-09-24 
1996/97 Capital Budget Summary 1996-09-27 1996-08-21 1996-10-31 1996-09-24 
1996/97 Operating Budget Summary 1996-09-27 1996-08-21 1996-10-31 1996-09-24 
1996/97 to 
2000/01 Corporate Plan Summary 1996-09-27 1996-08-21 1996-10-31 1996-09-24 
National Gallery of Canada 
1995/96 Annual Report 1996-10-04 1996-10-07 1996-11-05 no 
1996/97 Capital Budget Summary 1996-11-04 1996-11-27 1996-12-17 1996-12-03 
1996/97 Operating Budget Summary 1996-11-04 1996-11-27 1996-12-17 1996-12-03 
1996/97 to 
2000/01 Corporate Plan Summary 1996-11-04 1996-11-27 1996-12-17 1996-12-03 
National Museum of Science and 
Technology 
1995/96 Annual Report 1996-10-04 1996-08-21 1996-11-05 1996-09-24 
1996/97 Capital Budget Summary 1996-11-04 1996-08-21 1996-12-17 1996-09-24 
1996/97 Operating Budget Summary 1996-11-04 1996-08-21 1996-12-17 1996-09-24 
1996/97 to 
2000/01 Corporate Plan Summary 1996-11-04 1996-08-21 1996-12-17 1996-09-24 
Old Port of Montreal Corporation Inc. 
1995/96 Annual Report 1996-10-04 1996-07-17 1996-11-05 1996-09-24 
1996/97 Capital Budget Summary 1996-10-04 no 1996-11-25 no 
1996/97 Operating Budget Summary 1996-10-04 no 1996-11-25 no 
1996/97 to 
2000/01 Corporate Plan Summary 1996-10-04 no 1996-11-25 no 
Pacific Pilotage Authority 
1996 Annual Report 1997-04-25 1997-04-07 n/av 1997-04-08 
1997 Capital Budget Summary 1997-04-07 1997-04-07 1997-04-24 1997-04-08 
1997 Operating Budget Summary 1997-04-07 1997-04-07 1997-04-24 1997-04-08 
1997 to 2001 Corporate Plan Summary 1997-04-07 1997-04-07 1997-04-24 1997-04-08 
Petro-Canada Limited 
1996 Annual Report 1997-04-25 1997-04-09 n/av 1997-04-10 
1997 Capital Budget Summary 1997-04-07 1997-03-06 1997-04-24 1997-03-10 
1997 Operating Budget Summary 1997-04-07 1997-03-06 1997-04-24 1997-03-10 
1997 to 2001 Corporate Plan Summary 1997-04-07 1997-03-06 1997-04-24 1997-03-10 
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Document to be Tabled 


Port of Quebec Corporation’ 


1996 Annual Report 

1996 Capital Budget Summary 
Amendment 

1996 to 2000 Corporate Plan Summary 
Amendment 

1997 Capital Budget Summary 


1997 to 2001 Corporate Plan Summary 


Prince Rupert Port Corporation’ 
1996 Annual Report 
1OOT Capital Budget Summary 
1997 to 2001 Corporate Plan Summary 





Queens Quay West Land Corporation 
1995/96 Annual Report 


Royal Canadian Mint 


1996 Capital Budget Summary 
1996 to 2000 Corporate Plan Summary 
1996 Annual Report 

1997 Capital Budget Summary 


1997 to 2001 Corporate Plan Summary 


Saint John Port Corporation’ 
1996 Annual Report 
1997 Capital Budget Summary 
1997 to 2001 Corporate Plan Summary 


St. John’s Port Corporation’ 
1996 Annual Report 
19977 Capital Budget Summary 
1997 to 2001 Corporate Plan Summary 


St. Lawrence Seaway Authority, The 
1995/96 Annual Report 


Standards Council of Canada 
1995/96 Annual Report 
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Deadline 


1997-04-25 
1997-04-07 


1997-04-07 
1997-04-07 
1997-04-07 


1997-04-25 
1997-04-07 
1997-04-07 


1996-10-02 


1996-04-30 
1996-04-30 
1997-04-25 
1997-04-07 
1997-04-07 


1997-04-25 
1997-04-07 
1997-04-07 


1997-04-25 
1997-04-07 
1997-04-07 


1996-10-04 


1996-10-04 


House of Commons 


Tabled 


no 


1997-03-17 


1997-03-17 
1997-03-17 
1997-03-17 


no 
1997-03-17 
1997-03-17 


1996-07-17 


1996-03-29 
1996-03-29 
1997-04-22 
1997-03-17 
1997-03-17 


no 
1997-03-17 
1997-03-17 


no 
1997-03-17 
1997-03-17 


1996-07-17 


1996-07-17 


Senate 


Deadline 


n/av 
1997-04-24 


1997-04-24 
1997-04-24 
1997-04-24 


n/av 
1997-04-24 
1997-04-24 


1996-10-30 


1996-06-18 
1996-06-18 
n/av 
1997-04-24 
1997-04-24 


n/av 
1997-03-24 
1997-03-24 


n/av 
1997-04-24 
1997-04-24 


1996-11-05 


1996-11-05 


Tabling of Reports in Parliament 





Tabled 


no 


1997-03-18 


1997-03-18 
1997-03-18 
1997-03-18 


no 
1997-03-18 
1997-03-18 


1996-09-24 


1996-09-24 
1996-09-24 
1997-04-23 
1997-03-18 
1997-03-18 


no 
1997-03-18 
1997-03-18 


no 
1997-03-18 
1997-03-18 


1996-09-24 


1996-09-24 





Document to be Tabled 


Vancouver Port Corporation’ 
1996 Annual Report 
1997 Capital Budget Summary 
1997 to 2001 Corporate Plan Summary 


VIA Rail Canada Inc. 
1996 Annual Report 


House of Commons 


Deadline 


1997-04-25 
1997-04-07 
1997-04-07 


1997-04-25 


Tabled 


no 
1997-03-17 
1997-03-17 


1997-04-24 





Senate 


Deadline Tabled 


n/av no 
1997-04-24 1997-03-18 
1997-04-24 1997-03-18 


n/av no 


1. The Canada Ports Corporation Act specifies that the annual report of the Canada Ports Corporation shall 
include the annual reports of the local port corporations and that it shall be submitted to the appropriate minister 
no later than "four months” after the financial year-end. These reports are tabled as one document. 





Tabling of Reports in Parliament 
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The Annex contains the audited financial statements for each parent Crown corporation. Also 
included, where appropriate, are the financial statements of wholly owned subsidiaries not 
consolidated with the statements of the parent corporation. 


Much of the information in the Overview of the Portfolio and the Corporate Abstracts sections of 
this report to Parliament is extracted from these audited statements. For more information, the 
reader should contact the corporations directly. 
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ATLANTIC PILOTAGE AUTHORITY 


MANAGEMENT?’S RESPONSIBILITY FOR FINANCIAL 
REPORTING 


The accompanying financial statements have been prepared by 
the Authority’s management in accordance with generally accepted 
accounting principles consistently applied, using management’s 
best estimates and judgements, where appropriate. Management is 
responsible for the integrity and objectivity of the information in 
the financial statements and annual report. 


Management is also responsible for a system of internal control 
which is designed to provide reasonable assurance that assets are 
safeguarded and controlled, transactions comply with relevant au- 
thorities and accounting systems provide timely, accurate financial 
reports. 


The Authority’s management recognizes the responsibility of 
conducting its affairs in compliance with the Pilotage Act and 
regulations, the Financial Administration Act and regulations, and 
the by-laws of the Authority. 


The Authority is responsible for ensuring that management fulfils 
its responsibilities for financial reporting and internal control. The 
Authority exercises its responsibilities through its Audit Commit- 
tee, which is composed of members who are not employees of the 
Authority. The Committee meets with management and the auditors 
to satisfy itself that responsibilities are properly discharged and to 
review the financial statements. The financial statements and an- 
nual report are reviewed and approved by the Authority on the 
recommendation of the Audit Committee. 


The Auditor General of Canada conducts an independent audit of 
the transactions and financial statements of the Authority in accor- 
dance with generally accepted auditing standards, and expresses his 
Opinion on the financial statements. He has full and free access to 
the Audit Committee of the Authority, and his report follows. 


R. A. McGuinness 
Chairman and Chief Executive Officer 


M. R. McGrath 
Treasurer 


AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have audited the balance sheet of Atlantic Pilotage Authority as 
at December 31, 1996 and the statements of operations, contributed 
capital, deficit, and changes in financial position for the year then 
ended. These financial statements are the responsibility of the Au- 
thority’s management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Authority as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my audit of the financial statements have, 
in all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Pilotage Act and 
regulations, and the by-laws of the Authority. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
February 17, 1997 
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ATLANTIC PILOTAGE AUTHORITY—Continued 
BALANCE SHEET AS AT DECEMBER 31, 1996 


























ASSETS 1996 1995 LIABILITIES 1996 1995 
$ $ $ $ 
Current Current 
Cash and short-term Accounts payable and accrued 
investment (Notes) x. saa emeiaen re eioreiraes 739,278 115,958 HabrilitresGONOteS os cic ea acts atetacereiste 736,673 677,387 
Accounts receivable, net (Note 3) ........... 1,037,150 934,926 Current portion of accrued employee 
Prepaidiexpenses o...4: aster nt eee ereer 26,056 26,058 termination! DeEnerltsian niacin eretie 39,184 
1,802,484 1,076,942 Deéferredirent. (Note 5) eee eee 6,091 32,760 
Capital assets, at cost (Note 4)................ 2,496,785 2,420,484 __ 9781948. TOIT 
Less: accumulated amortization............. 1,710,864 1,650,531 Long-term 
785,921 769,953 Accrued employee termination benefits ...... 662,099 628,744 
1,444,047 1,338,891 
Commitments (Note 7) 
CONTRIBUTED CAPITAL AND DEFICIT 
Gontributedicapitaler.eeiieerseraee Geir: 2,304,546 2,304,546 
Deficit: 4203 vee Od Be ee (1,160,188) (1,796,542) 
1,144,358 508,004 
2,588,405 1,846,895 2,588,405 1,846,895 








See accompanying notes. 


Approved by the Authority: 


R. A. McGUINNESS 
Chairman 


D. MacALPINE 
Member 


ATLANTIC PILOTAGE AUTHORITY—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1996 





STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1996 


























1996 1995 
$ $ 
Income 
Bilotage Charges.occc.s «aeysrstam aye Sat evete aeycie dere 7,988,021 7,605,146 
CUSSION S Sons mOe eae OnOn Oe TOn One ee 41,660 36,733 
8,029,681 7,641,879 
Expenses 
Pilots’ fees, salaries and 
DENeLILS eaceyete tpctneres aes ocr tre crhciee crane 3,742,862 3,821,513 
Pilotiboats, operating costs’... ce. sre ces ae 2,324,708 2,267,193 
Stathisalanesand benefits a. 4.1. ee eee 514,612 $02,979 
Mransportation and :travelaeie.y.2 cites cites © 341,959 SSM) 
Utilities, materials and 
SUPP LeSuaaaticn atten aieiehele Gel anercrdate sci « 157,067 150,961 
Professional and special services............ 139,783 210,311 
ANGTINGS AVZELIVON Soot CORR ANSI MERE DRA en OTOL PR 134,083 128,123 
RETEALS RTs PON Te erat ta CML ISAUn 6 Sreans a 116,221 108,005 
WOMMUNICATIONS#.ah el «pie area ais Haber oto os 66,347 57,434 
7,537,642 7,584,256 
Net profit from operations ................... 492,039 57,623 
Gain from settlement of 
felawsuiti CNOtE:S) ec eercckeetciiere cre) ato ce reveiclers 144,315 
NemprOntt OmtheyCaticria sre eteta tere serch bela « 636,354 57,623 
See accompanying notes. 
STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1996 
1996 1995 
$ $ 
Balance, beginning of the year................ 2,304,546 2,286,410 
Parliamentary appropriations to finance 
prior years’ additions to capital 
AS SLS MRNA TST AISE fo co doh cnato ne ool osG sfageue ke oleae. 18,136 
Balancewvend OL the yeate-ny. nd seme keles steelers 2,304,546 2,304,546 





See accompanying notes. 















































1996 1995 
$ $ 
Balance, beginning of the year ............... 1,796,542 1,882,331 
INKe nM AL HUN nog nao odeootmoonmanpuar (636,354) (57,623) 
1,160,188 1,824,708 
Parliamentary appropriations to 
finance cash operating 
LOSSES Fe aterapess: cuswele dresestcgeves aft etocaene wwseer ty Miteaer ets (28,166) 
iBalancesendiofithe yeanmeaerceie iets ee 1,160,188 1,796,542 
See accompanying notes. 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1996 
1996 1995 
$ $ 
Operating activities 
Cash provided by (used for) 
operations 
Net profit from operations 
fOruthe yy Calum eer amiace eee eta 492,039 57,623 
Items not requiring cash 
Amortizationaae poten iain eee 134,083 128,123 
Increase in accrued employee 
terminationibenefitSeerce ee eee 86,906 74,265 
Decreasein deterredinentincrcrtacttssiee (26,669) (11,853) 
686,359 248,158 
Cash provided by gain on 
settlement on lawsultranie essere 144,315 
Cash provided by (used for) non-cash 
WOrkIN@7Capltall memati vce centers (42,936) 88,902 
Employee termination benefit 
PAY MENUS oy. ccctvs cciete ws yauaelb ats wueie sateen le (14,367) (128,307) 
Cash provided by operating 
ACTIVITIES eta crvacn acer terete the itare eters Tei 208,753 
Financing activities 
Parliamentary appropriations to finance 
Washvoperating lOsseSme meetin ener 28,166 
Additions to capital assets ............... 18,136 
Cash provided by financing 
ACUVILLES Some Geese es char aee eek 46,302 
Investing activities 
Net additions to capital assets .............. (150,051) (50,923) 
Cash used for investing 
ACUVITES x devine cee creme erated susie niet (150,051) (50,923) 
Increase in cash and short-term investment 
during the year’ sce ncocanactaas ere clases 623,320 204,132 
Cash and short-term investment 
(bank indebtedness), beginning of the year. ... 115,958 (88,174) 
Cash and short-term investment, 
end Ofithesyeatorr cis citar snsereterrsiotsvete sl 739,278 115,958 








See accompanying notes. 


A—10 
ATLANTIC PILOTAGE AUTHORITY—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1996 


1. Objectives and activities 3. Financial instruments 


The Atlantic Pilotage Authority (the "Authority") was estab- 
lished in 1972 pursuant to the Pilotage Act. The objects of the 
Authority are to establish, operate, maintain, and administer a 
safe and efficient pilotage service within designated Canadian 
waters. The Act provides that pilotage tariffs shall be fair, 
reasonable, and sufficient, together with any revenue from 
other sources, to permit the Authority to operate on a self-sus- 
taining financial basis. The Authority was informed by the 
Department of Transport effective April 1, 1996 that parlia- 
mentary appropriations are no longer available to defray any 
cash operating losses. 


The Authority is a Crown corporation listed in Schedule III, 
Part I of the Financial Administration Act and is not subject to 
the provisions of the /ncome Tax Act. 


. Significant accounting policies 
(a) Parliamentary appropriations 


Parliamentary appropriations received to cover cash oper- 
ating losses are recorded in the accounts when approved by 
Parliament and are reflected in the statement of deficit. 


Parliamentary appropriations provided for the purchase of 
capital assets are recorded in the accounts when approved 
by Parliament and are reflected in the statement of contrib- 
uted capital. 


(b) Amortization 


Amortization of capital assets is calculated on a straight- 
line basis and is based on the estimated useful life of the 
assets as follows: 


10 to 25 years 
5 to 10 years 


Pilot boats 
Furniture and equipment 


(c) Pension plan 


All employees are covered by the Public Service Superan- 
nuation Plan administered by the Government of Canada. 
Contributions to the Plan are required from both the em- 
ployee and the Authority. Contributions with respect to 
current service are expensed in the current period. Contri- 
butions with respect to past service benefits are expensed 
when paid. The Authority is not required under present 
legislation to make contributions with respect to actuarial 
deficiencies of the Public Service Superannuation Account. 


(d) Employee termination benefits 


Employees are entitled to specified benefits on termination 
as provided for under labour contracts and conditions of 
employment. The liability for these benefits is recorded as 
they accrue to the employees. 


The Authority has a Government of Canada Treasury Bill in 
the amount of $299,170. The effective rate of interest is 2.48% 
and matures on February 27, 1997. 


Accounts receivable and accounts payable are incurred in 
the normal course of business. Both are due on demand. The 
carrying amounts of each financial instrument approximate 
fair values because of their short maturity. There are no con- 
centrations of accounts receivable with any one customer. 


. Capital assets 





1996 1995 
Accumulated Accumulated 
amorti- amorti- 

Cost zation Net Cost zation Net 





(in thousands of dollars) 


[ban dite es 1 1 1 1 
Pilot 

boatsi mene 2,220 1,465 755 DABP 1,398 734 
Furniture 

and equip- 

MENit.oc.as 276 246 30 287 252 35 





2,497 1,711 786 2,420 1,650 770 








. Deferred rent 


During 1992, the Authority was given a period of free rent, 
exclusive of operating costs and property taxes, as an incentive 
to sign a five year lease agreement for office space. The 
incentive is being amortized over the life of the lease which 
ends in February 1997. 


. Related party transactions 


The Authority receives services from government depart- 
ments and these are provided without charge. These include 
pilot dispatching services by the Canadian Coast Guard, 
through its Vessel Traffic Service Centres in Nova Scotia, New 
Brunswick and Newfoundland and Labrador. The cost of these 
services is not recorded in the accounts of the Authority. 


. Commitments 


The Authority has entered into contracts for pilot boat ser- 
vices, office rentals, and wharfage rentals requiring the 
following minimum annual payments: 


$ 
LOOT erodes aia sono svar sconstote ere Payee tere Taree Rear eeoas 767,494 
eet tas ona SMSO SAUD SAN One one OO AR AAD oneD cae 283,658 
199922001 a cis ive clercinate ois siete tes ees anivertiel yaa closet pereie 134,263 
1,185,415 


8. Lawsuit 


The Authority had previously recognized a liability of 
$294,315 for a lawsuit and post judgement costs. During the 
year the Authority reached an out-of-court settlement with the 
other party. As a result the Authority has recognized the differ- 
ence between the original judgement and the settlement as a 
gain of $144,315 in the year. 





ATOMIC ENERGY OF CANADA LIMITED 


MANAGEMENT RESPONSIBILITY 


The consolidated financial statements, all other information pre- 
sented in this Annual Report and the financial reporting process are 
the responsibility of the management and the Board of Directors of 
the Corporation. Except for the non-recognition of future decom- 
missioning costs, which is explained in the notes to the consolidated 
financial statements, these statements have been prepared in accor- 
dance with generally accepted accounting principles and include 
estimates based on the experience and judgement of management. 
In the case of decommissioning costs, the Corporation has chosen, 
in the interest of what it considers to be a fairer overall presentation, 
to continue its established policy of expensing such costs as decom- 
missioning activities take place. 


The Corporation and its subsidiaries maintain books of account, 
financial and management control, and information systems, to- 
gether with management practices designed to provide reasonable 
assurance that reliable and accurate financial information is avail- 
able on a timely basis, that assets are safeguarded and controlled, 
that resources are managed economically and efficiently in the 
attainment of corporate objectives, and that operations are carried 
out effectively. These systems and practices are also designed to 
provide reasonable assurance that transactions are in accordance 
with Part X of the Financial Administration Act and its regulations, 
as well as the Canada Business Corporations Act, the articles, and 
the by-laws and policies of the Corporation and its subsidiaries. The 
Corporation has met all reporting requirements established by the 
Financial Administration Act, including submission of a corporate 
plan, an operating budget, a capital budget and this Annual Report. 


The Corporation’s internal auditor has the responsibility for as- 
sessing the management systems and practices of the Corporation 
and its subsidiaries. AECL’s auditors conduct an independent audit 
of the consolidated financial statements of the Corporation and 
report on their audit to the Minister of Natural Resources. 


The Board of Directors’ Audit Committee, composed of directors 
who are not employees of the Corporation or its subsidiaries, re- 
views and advises the Board on the consolidated financial 
statements, AECL’s auditors’ report thereto and the plans and re- 
ports related to special examinations, and oversees the activities of 
internal audit. The Audit Committee meets with management, the 
internal auditor and AECL’s auditors on a regular basis. 


Reid Morden 
President and Chief Executive Officer 


Raymond E. Grisold 
Vice-President Finance, Treasurer and 
Chief Financial Officer 


A—II1 


AUDITORS’ REPORT 
TO THE MINISTER OF NATURAL RESOURCES 


We have audited the consolidated balance sheet of Atomic Energy 
of Canada Limited as at March 31, 1997 and the consolidated 
statements of operations, deficit, contributed capital and changes in 
financial position for the year then ended. These financial state- 
ments are the responsibility of the Corporation’s management. Our 
responsibility is to express an opinion on these financial statements 
based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


There are significant costs associated with decommissioning the 
Corporation’s facilities and remediating its sites, including costs of 
residual waste storage and disposal. Generally accepted accounting 
principles require that these costs be recognized in a rational and 
systematic manner over the estimated useful lives of the corres- 
ponding facilities. However, the Corporation expenses these costs 
as the activities take place and has not recorded a liability for them. 
Government funding of these costs is similarly recorded. Failure to 
record a liability for these costs is not in accordance with generally 
accepted accounting principles. The estimated net present value of 
this unrecorded liability, together with information on related as- 
sumptions and management plans, is disclosed in Note 11 to the 
financial statements. 


In our opinion, except for the failure to record the liability for 
decommissioning and site remediation as described in the preceding 
paragraph, these consolidated financial statements present fairly, in 
all material respects, the financial position of the Corporation as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, we report that, in our opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in our opinion, the transactions of the Corporation and 
of its wholly-owned subsidiaries that have come to our notice 
during our audit of the consolidated financial statements have, in 
all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Canada Business 
Corporations Act and the articles and by-laws of the Corporation 
and its wholly-owned subsidiaries. 


Ernst & Young 
Chartered Accountants 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 15, 1997 
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ATOMIC ENERGY OF CANADA LIMITED—Continued 


CONSOLIDATED BALANCE SHEET AS AT MARCH 31, 1997 


(in thousands of dollars) 























ASSETS 1997 1996 
Current 
Cash, advances and short-term 
INVEStITENIS | INOtEA) mgt ereereer eee eers 132,996 145,969 
Segregated cash (INOte.)) sacri ernie 24,410 
Accounis receivable (Notes) ieee erate 139,901 143,433 
INVeEntory OL SUpDIeS aeryee ie een teresa 11,708 11,192 
309,015 300,594 
Heavy water inventory (Note 75.0 an en ene 631,127 583,393 
Capitallassetsi(Note'8) Kennett 100,395 109,147 
1,040,537 993,134 


See accompanying notes to the financial statements. 


Approved by the Board: 


MARY C. ARNOLD 
Director 


REID MORDEN 
Director 


LIABILITIES 


Current 


Accounts payable and accrued liabilities ..... 


Current portion of long-term 
débti(Note!9) eerserme teen 


Restructuring and other provisions .... 
Deferred decommissioning 
fundimna (Note 2 (it) erected 


Deferredsrevenueiscy, -ehidesiiek i aaheee 


Deferred capital funding 


(Note.2: (6) Motes trem Sees 


Accrued employee termination benefits 


Long-term debt (Note 9) ............ 


SHAREHOLDER’S EQUITY 


Capital stock 
Authorized—75,000 common shares 
Issued—54,000 common shares. ... . 


Contributed capital (Note 10) ........ 
DO fiCites fysirsguae chs tte Abgeerttgnes begat 





1997 1996 
287,011 207,083 
4,644 3,981 
291,655 211,064 
87,017 96,497 
13,284 
45,481 51,196 
81,496 102,129 
52,492 52,773 
11,027 15,319 
582,452 528,978 
15,000 15,000 
585,951 607,410 
(142,866) (158,254) 
458,085 464,156 
1,040,537 993,134 


ATOMIC ENERGY OF CANADA LIMITED—Continued 


CONSOLIDATED STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED MARCH 31, 1997 


(in thousands of dollars) 


Commercial operations 


RE VENU Ctenterect one chic arene tee ars ieee vyornamte 


Expenses 


Gosttolsales iy. cs... icrsevrs acre eee 
Marketing and administration............. 
Product developments cit. eins sion e eee 


Operating profit from commercial 


OPELAUONS e-.ciey saya scelsreversieisisversieuee ose eager 


Research 


ES OCNSESMuasier eer ose Moreins ol amg hls 


Less 


Parliamentary appropriations (Note 3)...... 
Cost recovery from third parties........... 


Amortization of deferred capital 


mundine (NOtE2 (f)) saree cee 


Netrescarch expense aercrierscciisiecirerte ce 


Decommissioning activities (Note 11) 


REXPENISES site retarei dias ese seal an orem cnecaly- cues tie xe 


Less 


Parliamentary appropriations ............. 


Decommissioning funding (Note 2 (f)) 


IASSCLISALESI OC OUNEI eee ainiae sake eines roe inne 
Net decommissioning expense .............. 
PTETO SE INCOME Oc OLN... s/s: custe.eieles sete oe hen eu 


IMcOMEeEMLOMOPEratlOns! temas eles sae ee 
RPESITICIULIN GICOSLS may eiachi terete tel cere ae 


ist remit CORO) Se one comennoece ole can 























1997 1996 
361,775 312,318 
298,035 246,351 
18,675 28,713 
30,078 26,604 
346,788 301,668 
14,987 10,650 
256,301 254,438 
167,415 156,752 
72,793 80,908 
11,850 12,739 
(4,243) (4,039) 
10,976 10,283 
10,283 
8,175 
2,801 
4,644 8,415 
15,388 15,026 
(24,948) 
15,388 (9,922) 





Amortization disclosure (Note 8). 


See accompanying notes to the financial statements. 


CONSOLIDATED STATEMENT OF CONTRIBUTED CAPITAL 


FOR THE YEAR ENDED MARCH 31, 1997 


(in thousands of dollars) 


Balance at beginning of the year .............. 


Transfer to deferred decommissioning 


RUNG Ge INOtE 2 (L)) mem steer nici cciconnicn oe me 


Balaticevat.end Ofithe earns cries ese ncicncr + 


See accompanying notes to the financial statements. 





1997 1996 
607,410 607,410 
(21,459) 

585,951 607,410 


CONSOLIDATED STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1997 


(in thousands of dollars) 


A — 13 





















































1997 1996 
Balance at beginning of the year.............. (158,254) (148,332) 
INctInCOMe!(LOSS) nem reer eee rte ete 15,388 (9,922) 
Balance atiend onthe yeaterree renee eee (142,866) (158,254) 
See accompanying notes to the financial statements. 
CONSOLIDATED STATEMENT OF CHANGES IN 
FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 
1997 1996 
Operating activities 
Netincome (OSS) teeter athe herr meee re 15,388 (9,922) 
Adjustment for non-cash items 
Amortization of capital assets ............ 14,388 14,957 
Amortization of deferred capital 
MING Se perience ae errr (11,850) (12,739) 
Amortization of deferred decommissioning 
HUNGING een ee hier tera: cote (8,175) 
Restructuring and other costs............. Dip SP 
9,751 19,818 
Change in non-cash working 
capital amounts 
Accounts receivablesam. mace sine 3532 (11,868) 
Inventory io fSUppliesimmiencnimeenni ears (516) (1,183) 
Accounts payable and 
ACCIUEdIabIlteSeee errr 68,802 13,143 
Heavy water InventoLy sneer ae ce (47,734) 1,013 
Restructuring and other provisions .......... (9,480) (16,898) 
Accrued employee termination benefits ...... (281) 4,091 
Deferredirevienue-m ernie eeeiracietrer eine (5,715) 2,058 
8,608 (9,644) 
Cash from operating activities.............. 18,359 10,174 
Investing activities 
Proceeds on disposal of capital assets........ 2,635 1,297 
Acquisition of capital assets................ (17,054) (10,366) 
Cash used in 
INVESHNG ACV LLCS ore rierpeiaias aer-reaetete ets (14,419) (9,069) 
Financing activities 
Segregatedicashtc.chiceoe eerie (24,410) 
Parliamentary appropriations received for 
Program Review activites 
InclUdingpintereStacm mim ier cee ee ee te 11,126 
Parliamentary appropriations applied 
for capital asset expenditures............. 7,559 
Reduction in long-term debt................ (3,629) (3,676) 
Cash from (used in) 
FINANCING ACUVIMES taet citer ter: (16,913) 3,883 
Cash, advances and short-term investments 
Change ee avnecortcusopyete sao mnsto cs aletoras asacvenwns (12,973) 4,988 
Balance at beginning of the year............ 145,969 140,981 
Balancerat end ottnesv eaten sealer rtasterceies 132,996 145,969 





See accompanying notes to the financial statements. 
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ATOMIC ENERGY OF CANADA LIMITED—Continued 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


FOR THE YEAR ENDED MARCH 31, 1997 


if 


to 


The Corporation 


Atomic Energy of Canada Limited (AECL) was incorporated 
in 1952 under the provisions of the Canada Corporations Act 
(and continued in 1977 under the provisions of the Canada 
Business Corporations Act) pursuant to the authority and pow- 
ers of the Minister of Natural Resources under the Atomic 
Energy Control Act. 


The Corporation is a Schedule III Part I Crown corporation 
under the Financial Administration Act and an agent of Her 
Majesty the Queen in right of Canada. The Corporation is 
exempt from income taxes in Canada. 


These financial statements include the accounts of the Cor- 
poration’s wholly-owned subsidiaries, AECL Technologies 
Inc., incorporated in the state of Delaware, U.S.A. in 1988, and 
AECL Technologies B.V., incorporated in the Netherlands in 
1995. 


. Significant accounting policies 


(a) Foreign currency translation 


Monetary assets and liabilities denominated in foreign curren- 
cies are translated into Canadian dollars at rates prevailing on 
the balance sheet date. Income and expenses are translated at the 
daily rate at the time of transaction. 


The Corporation enters into foreign exchange forwards to reduce 
the risk associated with the purchase and sale of goods in foreign 
currencies. Forward contracts in effect as at March 31, 1997 
amount to $68.1 million (1996—$70.7 million). The majority of 
these contracts are to sell $US at rates which do not vary 
significantly from market and which will expire upon comple- 
tion of the underlying transaction. Contract expiry dates range 
from one month to three years. All forwards are offset by con- 
tracts with third parties for payment in foreign currencies. 
Realized gains and losses are recorded in other income. The 
carrying value approximates fair value. 


(b) Inventories 


Heavy water is valued at the lower of average cost and net 
realizable value. Supplies are valued at cost. 


(c) Capital assets 


~ 


Capital assets are recorded at cost and this cost is amortized on 
a straight-line basis over the estimated useful life of the asset as 
follows: 


3 to 20 years 
20 to 40 years 


Machinery and equipment 
Buildings, reactors and land services 


(d) Decommissioning activities 


As further explained in Note 11, costs of decommissioning 
nuclear facilities and site remediation are expensed as the activ- 
ities take place. 


(e) Long-term contracts 


Revenue and costs on long-term contracts are accounted for by 
the percentage of completion method, applied on a conservative 
basis to recognize the absence of certainty on these contracts. 
Full provision is made for all estimated losses to completion of 
contracts in progress. 


(f) Parliamentary appropriations 


The Government of Canada, through parliamentary appropria- 
tions, funds certain operations of the Corporation as outlined in 
Notes 3, 10 and 11. Except as noted below, parliamentary appro- 
priations are recorded separately in the consolidated statement 
of operations as used. 


Parliamentary appropriations used to acquire capital assets in 
prior years have been recorded as deferred capital funding on the 
consolidated balance sheet and are amortized on the same basis 
as the related capital assets. Effective in the current year, the 
Corporation finances capital acquisitions from its overall opera- 
tions. 


In the past, funding for decommissioning activities was received 
from the government as parliamentary appropriations. Effective 
in the current year, and pursuant to the 10-year arrangement for 
funding decommissioning activities, the Corporation retains net 
proceeds from the sale or lease of certain heavy water and these 
proceeds are recorded in the statement of operations as deferred 
funding for decommissioning as expenditures are made. 


(g) Cost recoveries from third parties 


AECL and the Canadian nuclear utilities (Ontario Hydro, New 
Brunswick Power and Hydro Québec) have a common interest 
in the safe, efficient and economical use of power utilizing 
CANDU technology. Research programs aligned with these ob- 
jectives are undertaken by AECL and cost-shared with the 
utilities under funding arrangements that continue until the end 
of fiscal 2004. Funding under these arrangements is included in 
cost recovery from third parties and is recognized as the related 
expenses are incurred. 


(h) Pension plan 


~ 


Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. The Corpo- 
ration’s contributions to the Plan are limited to contributions 
made by both the employees and the Corporation on account of 
current service. These contributions represent the total pension 
obligations of the Corporation and are charged to income on a 
current basis. The Corporation is not required under present 
legislation to make contributions with respect to actuarial defi- 
ciencies of the Public Service Superannuation Account. 


ATOMIC ENERGY OF CANADA LIMITED—Continued 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1997—Continued 


(i) Employee termination benefits 


Employees are entitled to specific termination benefits as pro- 
vided for under collective agreements and conditions of 
employment. The liability for these benefits is charged to income 
as benefits accrue to the employees. The accumulated liability is 
based on an actuarial determination and reviewed on a periodic 
basis. 


(j) Workers’ compensation 


In accordance with the Government Employees’ Compensation 
Act, the Corporation reimburses Human Resources Develop- 
ment Canada for current payments for workers’ compensation 
claims and pensions billed by the provincial compensation 
boards. The benefit payments are recognized as an expense in 
the year paid to the provincial compensation boards. 


3. Parliamentary appropriations 


Parliamentary appropriations and their use by the Corpo- 
ration are as follows: 


1997 1996 





(in thousands of dollars) 








Research 
Operating *costsie eine nner eee 167,415 156,752 
Capitallassetiexpendituresa- 5. ane er 7,559 
167,415 164,311 
Decommissioning activities (Note 11)...... 10,283 
Program Review (Note 14)i20..2-..--6-- 2% 30,039 
197,454 174,594 





4. Cash, advances and short-term investments 


Bank deposits are maintained at levels required to meet daily 
operating needs. Any surplus deposits are invested in the short- 
term money market. The investing strategy is based on a 
conservative risk assessment. All instruments are rated R1 
Low or higher by the Dominion Bond Rating Service and the 
portfolio is diversified by limiting investments in any one 
issuer and balancing the fund amongst Canadian federal and 
provincial government guaranteed, financial and commercial 
paper issuers. The terms of instruments within the portfolio 
range from one day to one year. The carrying value approxi- 
mates fair value. 


. Segregated cash 


Included in segregated cash are the unused portion of net 
heavy water and third party proceeds for future decommission- 
ing activities (see Note 11), as well as funds received from the 
government to assist in the funding of certain future costs 
associated with Program Review actions. 


. Accounts receivable 


Accounts receivable represent normal trade instruments and 
the carrying value thereof approximates fair value. No sub- 
stantial amounts are with any single customer or represent a 
significant foreign exchange exposure. 
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7. Heavy water inventory 


Heavy water inventory includes amounts leased to custom- 
ers with expiry dates occurring in 1999 and 2000, as well as 
1,100 megagrams to be loaned to the Sudbury Neutrino Obser- 
vatory Institute during the 1998 fiscal year, the majority of 
which is to be returned to the Corporation in 2000. In addition, 
AECL has contractual commitments to sell heavy water in 
support of ongoing reactor projects. 


In 1997, the Corporation entered into a four-year contractual 
agreement with Ontario Hydro to purchase heavy water pro- 
duced at Ontario Hydro’s Bruce Heavy Water Plant. This 
supply will augment the Corporation’s inventory in support of 
its projected sales plan. 


8. Capital assets 





1997 1996 
Accu- Accu- 
mulated mulated 
amor- amor- 
Cost tization Cost tization 





(in thousands of dollars) 
Commercial operations 














Land and 
improvements...... 963 245 963 245 
Buildings ocerreieec 9,961 WAM 8,833 TES 
Machinery and 
equipment asm cne 10,617 7,414 8,543 6,852 
21,541 15,390 18,339 14,668 
Research 
Land and 
improvements...... 15,699 11,516 153121 11,202 
Buildings eeeee eer 71,078 43,314 82,951 46,648 
Reactors and 
EquIPmMenteeren sere 232,681 184,637 252,320 202,253 
Construction in 
DUO STESS eterna 14,253 15,187 
BS Sell 239,467 365,579 260,103 
355,252 254,857 383,918 274,771 
Netbook walle nesses: 100,395 109,147 








Amortization of capital assets for the year ended March 31, 
1997 amounted to $14.4 million (1996—$15.0 million). 
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ATOMIC ENERGY OF CANADA LIMITED—Continued 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1997—Continued 


9. Long-term debt 11. Decommissioning activities 


1997 1996 





(in thousands of dollars) 


Loans from Government of 
Canada 
To finance leased heavy water and other 
assets, maturing through 2008 at 
interest rates varying from 3.525% 
tOB.AS Veet e etek ectieniera ti alata: 12,090 13,491 
Loans from third parties 
To finance the purchase of the Glace Bay 
heavy water plant, maturing through 
1998 at an imputed interest rate of 








oH OWS RO oe CSU. Stay 0 DOMOCIOT Coe 3,581 5,809 
15,671 19,300 

Cyrrentiportion!..... sndeetaces cle eels 4,644 3,981 
11,027 15,319 








Repayments of loan principal amounts required over suc- 
ceeding years are as follows (millions of dollars): 1998—$4.6; 
1999—$1.2; 2000—$1.2; 2001—$1.0; 2002—$1.0 and sub- 
sequent to 2002—$6.7. 


10. Contributed capital 


Included in contributed capital is approximately $392 mil- 
lion (1996—$415 million) related to parliamentary 
appropriations received for the production of heavy water 
inventory. Up to and including 1996, the Corporation was 
required to repay the government, by way of a dividend, the 
net proceeds from the sale of government funded heavy water. 
A recent Decision of the Treasury Board has directed the 
Corporation to hold the proceeds received over the next 
10 years from the sale or lease of government funded heavy 
water in a segregated fund for use in decommissioning activ- 
ities. Commencing in 1997, as government funded heavy water 
is sold or leased, the net proceeds are transferred from contrib- 
uted capital to deferred decommissioning funding which is 
used to fund ongoing decommissioning activities. The Corpo- 
ration continues to treat this transaction as a reversal of the 
originally established contributed capital. Subsequent to 2006, 
unless renewed, the prior arrangement will apply where net 
proceeds would be repayable to the government and decom- 
missioning activities would be funded through parliamentary 
appropriations. Consequently, the balance of the contributed 
capital remaining related to the parliamentary appropriations 
received for heavy water production remains in contributed 
capital. 


When prototype reactors, heavy water plants, nuclear re- 
search, development and other facilities have no further 
commercial or research value to the Corporation, they are 
retired and subsequently decommissioned in accordance with 
Atomic Energy Control Board regulations. Due to the variety 
of facilities, the decommissioning process may differ in each 
case. In some situations, decommissioning activities are car- 
ried out in stages with intervals of several decades between 
them to allow radioactivity to decay before moving on to the 
next stage. Activities include dismantling, decontamination, 
residual waste storage and disposal. 


The Corporation has not recorded the liability for these 
future costs because, historically, the government has funded 
decommissioning activities on an annual basis through parlia- 
mentary appropriations. Starting this year, and for the next 
10 years, the government has requested the Corporation to use 
the proceeds from government funded heavy water, which was 
previously returned to the government, to fund decommission- 
ing activities (see Note 10 on contributed capital). The 
government is currently reviewing its overall environmental 
policy, which will include decommissioning activities of 
AECL’s facilities and waste storage on AECL property. The 
Corporation expects that the government will continue to fi- 
nance these activities and has continued its policy of expensing 
decommissioning costs as they take place. 


The estimated future decommissioning and site remediation 
costs require that judgments be made about the regulatory 
environment, health and safety considerations, the desired 
end-state, technology to be employed and, in some cases, 
research and development for these activities that extend well 
into the future. The Corporation has prepared a broad plan of 
activities to be carried out over the next 100 years. This time- 
frame recognizes that its major nuclear facilities at Chalk 
River will remain a managed and active site for a minimum of 
75 years into the future. The current estimated discounted cost 
of these activities, based on management’s best estimate, is 
approximately $400 million. A conservative discount rate has 
been used reflecting long-term borrowing rates. Over the next 
10 years, the Corporation expects to spend $200 million in 
agreement with the government under its current funding ar- 
rangements. 


12. Related party transactions 


In addition to the transactions disclosed elsewhere in these 
financial statements, the Corporation had the following trans- 
actions with the Government of Canada: 


1997 1996 


(in thousands of dollars) 





Repayment of loans and 


INLELE Stier ete hes wich oo eran Ouse ayeuees 1,994 2,285 
Payments to the Public Service 
Superannuation’ Plane fii ae delelee sales 1122 12,546 


In the normal course of business, the Corporation also enters 
into various transactions with the Government of Canada, its 
agencies and other Crown corporations. 


ATOMIC ENERGY OF CANADA LIMITED—Concluded 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1997—Concluded 


Wye 


Subsequent event 


The legal claim made by MDS Health Group Limited and its 
subsidiary, Nordion International Inc., which named the Cor- 
poration together with Canada Development Investment 
Corporation and the Attorney General of Canada, has been 
withdrawn. A new arrangement has been negotiated between 
AECL, Nordion and the federal government for the continued 
supply of isotopes. 


. Restructuring costs 


On March 6, 1996, the federal government tabled a budget 
which, while reaffirming its support for AECL’s leadership in 
the Canadian nuclear industry and for the CANDU business, 
will result in a reduction to the Corporation’s annual parlia- 
mentary appropriations from $174 million in 1996 to 
$132 million in 1998 and to $100 million in 1999. The Corpo- 
ration has eliminated or reduced expenditures on research 
programs which do not directly contribute to the CANDU 
business, and will manage its infrastructure and support costs 
at a level in line with the program reductions. 


Implementation of the program reductions and related ac- 
tions began this year and will continue for another one to two 
years. The charge to earnings for the estimated cost of under- 
taking the actions related to Program Review has made in 1996 
and the unused portion continues to be held for ongoing ac- 
tions. The reserve is judged to be adequate for known actions. 


The government is currently in the process of negotiating for 
the commercialization of the Corporation’s Whiteshell Labo- 
ratories. At this time, neither the costs that may arise for the 
transfer of the laboratory to the private sector nor the impact 
(if any) on the Corporation can be reasonably determined. 
Consequently, no provision has been made in the financial 
statements. 


. Sales agents’ remuneration 


In 1997, remuneration and expenses paid to the following 
sales agents and representatives aggregated $3.9 million 
(1996—$2.0 million): Marubeni Corporation, Japan; Sumta 
Sanayi Urunleri Musavirlik Ve Ticaret A.S., Turkey; Sam- 
chang Corporation, Korea; and PII-PED International Inc., 
U.S.A. and Korea; and Oxford Health Care Ltd., U.K.. 


. Comparative figures 


Certain reclassifications have been made to the 1996 com- 
parative figures to conform with the current year’s 
presentation. 
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BANK OF CANADA 


AUDITORS’ REPORT 


TO THE MINISTER OF FINANCE, registered shareholder of the 
Bank of Canada 


We have audited the statement of assets and liabilities of the Bank 
of Canada as at December 31, 1996 and the statement of revenue 
and expense for the year then ended. These financial statements are 
the responsibility of the Bank’s management. Our responsibility is 
to express an opinion on these financial statements based on our 
audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 


In our opinion, these financial statements present fairly, in all 
material respects, the financial position of the Bank as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consis- 
tent with the preceding year except for the change in the method of 
accounting for pension and termination benefits as described in 
Note 2 (h) and (1). 


Caron Bélanger Ernst & Young 





























statements are free of material misstatement. An audit includes Chartered Accountants 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- Coopers & Lybrand 
sessing the accounting principles used and significant estimates Chartered Accountants 
made by management, as well as evaluating the overall financial Ottawa, Canada 
statement presentation. January 24, 1997 
STATEMENT OF ASSETS AND LIABILITIES 
AS AT DECEMBER 31, 1996 
(in millions of dollars) 
ASSETS 1996 1995 LIABILITIES 1996 1995 
Deposits payable in foreign currencies Capitalipaidiup) (Note!) manent eter 5.0 5.0 
USO llarsOee set nena eter e erehcre take ee ouaete 235.0 328.7 Rest fundi(Note:6)ieeepeones cc aa Sere ecient: 25.0 25.0 
Othericurréencles =... sees oe enero 4.0 219.8 Notes:intcirculationssee ners sooo nt aie 29,109.1 287 Fala 
Deposits 
: 0 ae Government-o1 Ganadaye) een eee 11.0 17.6 
Advances to members of the Canadian Payments 
AceaciationiNeG 2), oa ee 553.8 545.4 @harteredi banksteesee as erry eee tet el 945.5 478.8 
Se ae: : : Other members of the Canadian Payments 
Tnvesimentae weamoriced ASSOCIATION: eae ote te the. een 14.6 38.9 
Otherdepositsymre.wee sete te he are cctencle to 347.8 629.2 
values 
Treastiny, billsvot Ganadayer ae. eiek etre 17,416.5 18,072.0 1,318.9 1,164.5 
Other securities issued or guaranteed by Liabilities payable in foreign currencies 
Canada maturing within three years........ 2,328.3 1,523.9 Government ofiCanada..o.- 254.6 cseeeene. 91.0 185.4 
Other securities issued or guaranteed by 
Canada not maturing within three Other liabilities |. noAte etn cette ots ate tee 35.4 43.0 
s(Tliho Seon aOme en coo naan bo omand cuter 5,635.2 3,767.9 
OtherinvestmentS mrss cree: 3,942.4 5,293.0 
29,322.4 28,656.8 
Bank premises (NOte)4) saci) eleieiitele rte 198.2 225.0 
@therassetsi(Noteis) seein eternal 271.0 224.9 
30,584.4 30,200.6 30,584.4 30,200.6 





See accompanying notes to the financial statements. 
G. G. THIESSEN 
Governor 


F. J. MAHONEY 
Chief Accountant 
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STATEMENT OF REVENUE AND EXPENSE 
YEAR ENDED DECEMBER 31, 1996 
(in millions of dollars) 




















1996 1995 
Revenue 
Revenue from investments, net of interest 
paid on deposits of $9.8 million 
(o2se3 mil lionsin 1995) hs scr ernere racer ira 1,648.8 2,037.0 
Expense by function (Notes | and 3) 
INLONETATVADOMCY sicrseins ae lieve aieistse rms a ah 35.0 33.0 
BS AUKSNOLES coe pea creiety icc ote? nisiris easier s 69.6 80.0 
@entrali/bankingiservices) rece niesiee re 22.8 20.8 
Debt-management services................. 51.6 54.0 
179.0 187.8 
INIHETEXMENSES mar tra eiceraee mesic ne 34.7 33.0 
PINES a 220.8 
Net revenue paid to Receiver General for 
(CHITETO ET: aye oh & cat Faso ARNE Ur at Coen eer Tee 1,435.1 1,816.2 








See accompanying notes to the financial statements. 


NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996 


1. Bank functions 


The Bank of Canada’s primary responsibilities are set out in 
the Bank of Canada Act and can be grouped into four broad 
functions. Net operating expenses in the Statement of revenue 
and expense are reported on the basis of these four corporate 
functions, which are described below. Net operating expenses 
by major objects of expenditure are presented in Note 3. 


Monetary policy 


The Bank’s most important responsibility is monetary pol- 
icy. Monetary policy is concerned with managing the rate of 
monetary expansion in a way that is consistent with preserving 
the value of money. 


Central banking services 


The Bank carries out a variety of activities that support and 
oversee Canada’s systems for clearing and settling payments 
and other financial transactions. The Bank also provides a 
number of central banking services to the federal government, 
financial institutions, and the general public. 


Bank notes 


The Bank is responsible for issuing bank notes in Canada. 
This responsibility involves note design (including anti-coun- 
terfeiting features) as well as the printing and distribution of 
bank notes and their eventual replacement. 


Debt-management services 


As fiscal agent, the Bank advises the federal government on 
matters relating to the public debt and is responsible for issu- 
ing debt, maintaining bondholder records, and making 
payments on behalf of the government for interest and debt 
redemption. 


A—I19 


2. Significant accounting policies 


The financial statements of the Bank are in accordance with 
generally accepted accounting principles and conform to the 
disclosure and accounting requirements of the Bank of Canada 
Act and the Bank’s by-laws. The significant accounting poli- 
cies of the Bank are: 


(a) Revenues and expenses 


Revenues and expenses are accounted for on the accrual 
basis except for interest on advances to a bank ordered to 
be wound up where interest is recorded as received. 


(b) Translation of foreign currencies 


Assets and liabilities in foreign currencies are translated to 
Canadian dollars at the rates of exchange prevailing at the 
year-end. Foreign currency assets and liabilities covered by 
forward contracts are converted to Canadian dollars at the 
contracted rates. Gains and losses from translation of, and 
transactions in, foreign currencies are included in revenue. 


(c) Advances 


Advances to members of the Canadian Payments Associa- 
tion are fully collateralized, liquidity loans for which the 
Bank charges the Bank Rate. These loans are generally 
overnight in duration. 


(d) Investments 


Investments consist mainly of Government of Canada trea- 
sury bills and bonds, which are recorded at cost adjusted 
for amortization of purchase discounts and premiums. The 
amortization as well as gains and losses on disposition are 
included in revenue. This category also includes other in- 
vestments which are held under short-term foreign 
currency swap arrangements with the Exchange Fund Ac- 
count of the Government of Canada as described in 
Note 7 (b). 


The Bank typically holds its investments in Government of 
Canada treasury bills and bonds until maturity. The amor- 
tized book values of these investments approximate the par 
values. At the year-end, the average yield on the Bank’s 
holdings of treasury bills was 3.6%, while the average yield 
for bonds maturing within three years was 7.5% and for 
those maturing in over three years was 9.1%. 


(e) Bank premises 


Bank premises, consisting of land, buildings and equip- 
ment, are recorded at cost less accumulated depreciation. 
As well, computer software costs exceeding $2.0 million 
are capitalized and amortized over the estimated useful life 
of the software, ranging from 3 to 5 years. Depreciation is 
calculated using the straight-line method and is applied 
over the estimated useful lives of the assets, as shown 
below. 


Buildings 25 to 40 years 
Computer equipment/software 3 to 7 years 
Other equipment 5 to 15 years 
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BANK OF CANADA—Continued 


NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996—Continued 


A full year of depreciation is charged against assets in the 
year of acquisition, except for projects in progress which 
are depreciated from the point of substantial completion. 
No depreciation is taken on assets in the year of disposal. 


(f) Notes in circulation 


This liability represents the face value of all notes issued 
by, and not returned to, the Bank. 


(g) Deposits 


The liabilities within this category are Canadian dollar 
demand deposits that typically do not earn interest. 


(h) Pension plan 


The Bank sponsors a defined-benefit pension plan for its 
employees which is registered under the Pension Benefits 
Standards Act. The plan provides pension benefits based on 
length of service and rates of pay. 


During the year, the Bank adopted the accrual method for 
determining pension benefit expense and this change has 
been applied prospectively from January 1*, 1996. 


Actuarial valuations of the pension plan are made peri- 
odically by an independent actuary using the projected 
benefit method prorated on service. Market-related values 
are used to value pension plan assets. 


Based on the latest actuarial valuation as at 
December 31, 1995, the estimated present value of the ac- 
crued pension benefits as at December 31, 1996 was 
$418.8 million, and the estimated market-related value of 
the pension plan assets was $468.9 million. 


Pension expense for 1996 of $7.0 million ($6.0 million in 
1995) includes the actuarially computed cost of pension 
benefits in respect of current year service and the amorti- 
zation of past service costs and experience gains and 
losses. Amortization is calculated on a straight-line basis 
over the average remaining service life of the plan mem- 
bers, currently 12 years. 


(i) Termination benefits 


G 


~— 


During the year, the Bank adopted the accrual method for 
determining the expense related to termination benefits. 
This change has been applied prospectively from 
January 1°', 1996 and, accordingly, has increased termina- 
tion benefits expense for the year ended December 31, 1996 
by $3.7 million when compared with what termination 
benefits expense for 1996 would have been under the pay- 
as-you-go approach. 


Insurance 


The Bank does not insure against direct risks of loss to the 
Bank, except for potential liabilities to third parties and 
where there are legal or contractual obligations to carry 
insurance. Any costs arising from these risks are recorded 
in the accounts at the time they can be reasonably esti- 
mated. 


3. Expense by object of expenditure 


1996 1995 


(in millions of dollars) 





GS ALATIOS oso niet Sareae tote ae etarae sis tensieys Pabtote aie AWS 77.6 
Othenstafiiexpensesy remy tier a 23.4 20.4 
Bank note COStS =. «een eer os siete stare 16.8 22.6 

Premises maintenance— 
INet of rentallincome essere eerie 28.0 B13 
Services andisupplies). see) mnie «ets se tls 16.1 15.5 
Depreciation#y.. 24 0-ck ee eee eer 23.4 20.4 
179.0 187.8 





Other expenses 
Settlement cost 


(On fs} is) ee merken mtorr eet nae PN 33 
Workforce adjustment 
(ONO te29)) eseccorantnerstan Serer sre eer acteypareeonens 5.0 33.0 
Miscellaneous sem. 2s icisitecne erie 7.4 
Nota lee pease erin ee taacietertcereiotroe eer Se 220.8 





Wages and benefits of Bank staff engaged in premises main- 
tenance are not included in the Salaries or Other staff expenses 
categories, but rather as part of Premises expenses. 


Expenses are net of fees charged for a variety of services 
provided by the Bank ($3.4 million in 1996 and $3.0 million 
in 1995). 


Miscellaneous expenses of $7.4 million comprise two items. 
The Bank sold its St. Andrew’s Tower in Ottawa for $16 mil- 
lion, which represented a loss of $4.4 million on the net book 
value of the building. Secondly, as part of its move to accrual 
accounting for staff benefits, the Bank incurred a one-time cost 
of $3 million to recognize the past service liability for unused 
vacation entitlements earned prior to 1996. 


BANK OF CANADA—Continued 


NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996—Continued 


4. Bank premises 


1996 


1995 
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Net Net 
Accumulated book Accumulated book 
Cost depreciation value Cost depreciation value 
(in millions of dollars) 

andandipnildingsee emt reise eteisrcceinar 224.0 97.6 126.4 253.4 101.6 151.8 
Computer equipment/software................ 39.1 26.3 12.8 50.6 42.1 8.5 
Othewequipmentet rare citrate vec oe 138.7 85.7 53.0 144.2 83.6 60.6 
401.8 209.6 192.2 448.2 227 e3 220.9 

IRrOjeCtSHN PIO LTCSS teen ee te en emo eis ners 6.0 6.0 4.1 4.1 
407.8 209.6 198.2 452.3 224 225.0 








5. Capital paid up 


The authorized capital of the Bank is $5.0 million divided 
into 100,000 shares with a par value of $50 each. The shares 
are fully paid and, in accordance with the Bank of Canada Act, 
have been issued to the Minister of Finance, who is holding 
them on behalf of the Government of Canada. 


. Rest fund 


The rest fund was established by the Bank of Canada Act and 
represents the general reserve of the Bank. In accordance with 
the Act, the rest fund was accumulated out of net revenue until 
it reached the stipulated maximum amount of $25.0 million in 
1955. Subsequently, all net revenues have been paid to the 
Receiver General for Canada. 


. Commitments 
(a) Bank premises 


As at December 31, 1996, outstanding commitments under 
contracts for new computer systems, building upgrades and 
equipment purchases totalled $9.1 million ($12.2 million at 
the end of 1995). These contracts call for payments over 
the next year. 


(b) Foreign currency contracts 


In the ordinary course of business, the Bank enters into 
commitments involving the purchase and sale of foreign 
currencies. In particular, the Bank enters into short-term 
foreign currency swap arrangements with the Exchange 
Fund Account (EFA) of the Government of Canada as part 
of its cash management operations within the Canadian 
banking system. These transactions, which are made with 
the concurrence of the Minister of Finance under a standing 
authority, involve the temporary acquisition by the Bank of 
foreign currency assets from the EFA. These assets are paid 
for in Canadian dollars at the prevailing exchange rate with 
a commitment to reverse the transaction at the same rate of 
exchange at a future date. The fair values of these assets 
are not materially different from their book values. At the 
year-end, the average yield for these investments was 
6.1%. 


As well, the Bank of Canada is a participant in two foreign 
currency swap facilities with foreign central banks. The 
first, amounting to US $2 billion, is with the US Federal 
Reserve. The second, amounting to Can. $1 billion, is with 
the Banco de Mexico. 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996—Concluded 


A summary of outstanding commitments follows. 


1996 1995 


(in millions of dollars) 





Foreign currency contracts—Purchases. 75.4 64.2 
—Sales .... 4,080.5 5,646.2 


As at December 31, 1996, outstanding foreign currency 
contracts included sale commitments of $4,005.1 million 
($5,365.4 million at the end of 1995) under swap arrange- 
ments with the EFA, nil under the swap facility with the 
Banco de Mexico, ($216.7 million at the end of 1995), and 
nil under the swap facility with the US Federal Reserve (nil 
at the end of 1995). 


8. Legal matters 


On September 3, 1985 and January 20, 1986 respectively, 
winding up orders were issued for the Canadian Commercial 
Bank and the Northland Bank. At those dates, the Bank of 
Canada had liquidity advances outstanding of $1.3 billion to 
the Canadian Commercial Bank and $0.5 billion to the North- 
land Bank. During the intervening years, the Bank has received 
interim distributions from the two banks in liquidation. At 
December 31, 1996, the residual balances of advances out- 
standing were $26.9 million to the Canadian Commercial Bank 
and $1 million to the Northland Bank (both amounts are un- 
changed from 1995). On the basis of the available information, 
it is the opinion of the Bank of Canada that it will be fully 
repaid from the proceeds of the liquidations. 


The Bank of Canada’s security for these advances includes 
the loan portfolios of those institutions. In the case of the 
Canadian Commercial Bank, the liquidator’s conclusion that 
loans made form part of the Bank of Canada’s security, in 
respect of the $1.3 billion of advances, has been challenged 
repeatedly in the courts regarding portions of the portfolio. If 
the challenges are successful, there could be some adjustment 
to amounts which have been recorded in income. 


To forestall continuance of the court challenges, the Bank of 
Canada settled for a total of $22.3 million with three of the 
major unsecured creditors of the Canadian Commercial Bank 
(namely, the Canada Deposit Insurance Corporation, the Prov- 
ince of Alberta, and a consortium of six chartered banks) 
during 1996. Settlement should expedite the final liquidation 
of the Canadian Commercial Bank. As part of the settlements 
with these three creditors, the Bank also purchased the 
amounts remaining to be paid to them by the estate of the 
Canadian Commercial Bank for a total investment of 
$13.8 million, which is reported under Other assets on the 
Statement of assets and liabilities. 


9. Workforce adjustment 


In 1995, the Bank decided to eliminate approximately 
500 staff positions and recorded $33 million in the accounts to 
cover the termination costs. This significant reduction in em- 
ployment level resulted from extensive reviews of the Bank’s 
activities and is being accomplished during 1996 and 1997 via 
early retirements, voluntary departures, and some layoffs. As 
at December 31, 1996, $27.6 million of the provision of 
$33 million had been paid. 


Based on further reviews, the Bank now plans to eliminate 
approximately 100 additional staff positions. The termination 
costs are estimated to be $5 million and were recorded in the 
accounts in 1996. 


All termination benefits are comparable to those offered by 
the federal government. 





BUSINESS DEVELOPMENT BANK OF CANADA 


MANAGEMENT’S RESPONSIBILITY FOR 
FINANCIAL INFORMATION 


The financial statements of the Business Development Bank of 
Canada were prepared and presented by management in accordance 
with generally accepted accounting principles on a basis consistent 
with that of the preceding year. The information contained therein 
normally includes amounts requiring estimation which have been 
made based upon informed judgment as to the expected results of 
current transactions and events. The financial information pre- 
sented elsewhere in this annual report is consistent with the 
financial statements. 


In discharging its responsibility for the integrity, fairness and 
quality of the financial statements and for the accounting systems 
from which they are derived, management maintains a system of 
internal controls designed to provide reasonable assurance that 
transactions are authorized, assets are safeguarded and proper re- 
cords are maintained. The system of internal control is augmented 
by audit and inspection staff who conduct periodic reviews of 
different aspects of the Bank’s operations. In addition, the Vice- 
President, Audit and Inspection and the independent auditors have 
full and free access to the Audit Committee of the Board of Direc- 
tors which is responsible for overseeing and reviewing 
management’s internal control and reporting responsibilities. The 
Board of Directors, through the Audit Committee which is com- 
prised of directors who are not employees of the Bank, is 
responsible for reviewing and approving the audited annual finan- 
cial statements. 


The Bank’s independent auditors, Raymond, Chabot, Martin, 
Paré, General Partnership, Chartered Accountants and the Auditor 
General of Canada have audited the Bank’s financial statements and 
their report indicates the scope of their audit and their opinion on 
the financial statements. 


Francois Beaudoin 
President and Chief Executive Officer 


Alan B. Marquis 
Vice-President, Finance and 
Chief Financial Officer 
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AUDITORS’ REPORT 


TO THE MINISTER OF INDUSTRY 


We have audited the balance sheet of the Business Development 
Bank of Canada as at March 31, 1997, and the statements of income, 
changes in shareholder’s equity and changes in financial position 
for the year then ended. These financial statements are the respon- 
sibility of the Bank’s management. Our responsibility is to express 
an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these financial statements present fairly, in all 
material respects, the financial position of the Bank as at 
March 31, 1997, and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, we report that, in our opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in our opinion, the transactions of the Bank that have 
come to our notice during our audit of the financial statements have, 
in all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Business Devel- 
opment Bank of Canada Act and the by-laws of the Bank. 


Raymond, Chabot, Martin, Paré 
General Partnership 
Chartered Accountants 


Montreal, Canada 
May 23, 1997 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
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BUSINESS DEVELOPMENT BANK OF CANADA—Continued 


BALANCE SHEET AS AT MARCH 31, 1997 
(in thousands of dollars) 





ASSETS 








Cash and short-term 
Investments (NOtENS) ee sete mencateercr ete sr 
Securities (Note'4) Ju 22 stem cs eventtotsr sree retsel en sere 





Loans, net of allowance for credit losses 

(Notes! and. 7). cscoarcctee cian curler cocterze 
Venture capital investments, net of 

allowance for losses 

(NOtes'6: and!) ie ncsis cos tates suse eae retnoets tered neeaeanie 


Capital assets, net of accumulated 
Gepreciations <i cparscvor evtegolrsne esysye air Sis sire 
Other:assets(NoteiS) sect cheeieae tae neeeee 


TotaliassetSoras tence oer ne Sree eee 








1997 1996 
426,946 227,547 
117,475 164,452 
544,421 391,999 

3,386,356 3,111,361 

41,444 31,836 

3,427,800 3,143,197 

19,033 15,109 

38,551 22,409 

57,584 37,518 

4,029,805 3,572,714 


LIABILITIES AND 
SHAREHOLDER’S EQUITY 


Accounts payable and accrued liabilities 


Accrued interest on borrowings........ 


Borrowings (Note 9) 


Short-fermpnove steer erty teeties 
ong-tenmimotes amen hetero 


Otherliabilities'\hersmc ata. hte Soe 


SHAREHOLDER’S EQUITY 


Share capital (Notei10)2.). eas 
Retained'earnings .....:-..-...---« 


Total liabilities and shareholder’s equity 




















1997 1996 
30,316 30,357 
77,090 43,764 
107,406 74,121 
1,206,631 1,098,190 
2,164,339 1,946,965 
3,370,970 3,045,155 
83,835 83,110 
403,400 353,400 
64,194 16,928 
467,594 370,328 
4,029,805 3,572,714 





The accompanying notes to financial statements are an integral part of this statement. 


Approved by the Board: 


PETER G. JOLLYMORE 
Director 


FRANCOIS BEAUDOIN 
Director 


A —25 


BUSINESS DEVELOPMENT BANK OF CANADA—Continued 


STATEMENT OF INCOME 


FOR THE YEAR ENDED MARCH 31, 1997 


(in thousands of dollars) 





STATEMENT OF CHANGES IN SHAREHOLDER’S EQUITY 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 














Financial services 
Loans division 
MHtEKest INCOME ewer eee a aeisic eo ce ares 


INEhiIntCresLIGCOME a9 eer cee ceee iea: 
Provision for credit losses 


(GNIS 7A anccanetpiohg otto Seem aise oe 


Net interest income after provision for 
CLedivlossesteematsee tf chia acca see ee fe 

Operating and administrative expenses 
(NOTED etetete air cteicoritie ete stevie: ecce 


Income from Loans division.............. 


Venture capital division 
IMVestmentncone wyaerraerscieaet rice 
Provision for losses on investments 
(NOTES Cees 


Net investment income after provision 


for 


LOSSESien ny arene orate Nei cian Fsiotw etey Qrdlaaeses 


Operating and administrative expenses 
(Note 12) Ries tec ein ars dete spices 


Income from Venture capital 
divisions. ce seitsciensasces Sawant wheres 


Income from financial 


services 


Management services 
REVENUCHTOMMACLVIUES sarramiis siisiis aceite oe 
Operating and administrative expenses 


(Note 


PA 3 ia Grn itotcas orto cho oan CREEPER 


Net operating and administrative expenses .... 
Parliamentary appropriation (Note 13)........ 


Loss from 
services 


Management 



































1997 1996 
326,508 338,378 
134,637 178,799 
191,871 159,579 
39,041 23,128 
152,830 136,451 
104,406 115,119 
48,424 IA Ve) 
16,385 19,097 
2,393 4,898 
13,992 14,199 
4,044 3,954 
9,948 10,245 
58,372 31,577 
19,758 1Ok125 
34,410 835227, 
14,652 14,102 
6,948 14,078 
(7,704) (24) 
50,668 B53 





The accompanying notes to financial statements are an integral part of this state- 


ment. 




















1997 1996 

Preferred shares (Note 10) 

Balance at beginning of year............... 50,000 

ISSUeTORpLererked Shales irre rer errr 50,000 50,000 

BalanceatienG.on year mehr ee erat 100,000 50,000 
Common shares (Note 10) 

Balance at beginning of year............... 303,400 

Issued on conversion of paid-in capital....... 590,000 

Shares cancelled and corresponding 

reduction in paid-in capital .............. (286,600) 

Balancemtiondotsycanwan pier eer aersite 303,400 303,400 
Motalishare|capltalannrrrtie criteria eters 403,400 353,400 
Retained earnings (deficit) 

Balance at beginning of year............... 16,928 (301,225) 

IN CtINCOME see eae a ote a ers hae ee wale 50,668 31,553 

Elimination of deficit by reduction 

Gficapitali(Note di) teamersertasia strane rtrte 286,600 

Dividend on preferred shares............... (3,402) 

Balancesatiendion veatrmeiiiin sneakers 64,194 16,928 

Wotaltshareholdenis €quityeimsevva- eae aor ee 467,594 370,328 





The accompanying notes to financial statements are an integral part of this state- 
ment. 
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BUSINESS DEVELOPMENT BANK OF CANADA—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 




















1997 1996 
Cash flows from operating 
activities 
INGOT CORE steppes sets, wot ants sake Raya eee 50,668 3553 
Items not requiring an outlay of cash 
Provision for credit losses and losses 
on venture capital 
NVESTINETIES I sce ren cre een ee ceee oie anne 41,434 28,026 
Depreciation of capital assets............. 4,434 3,440 
Change in interest receivable on loans........ (368) (279) 
Change in accrued interest on borrowings..... 33,326 (3,991) 
Net change in other assets and other 
LAD UES rere te al ero Roe ee tee (15,458) 42,939 
114,036 101,688 
Cash flows used in investing 
activities 
Disbursements to borrowers and investees .... (923,765) (863,235) 
Repayments by borrowers and investees...... 598,096 520,160 
Net acquisition of capital assets............. (8,358) (12,540) 





(334,027) (355,615) 





Cash flows from financing 











activities 

Issnevor lOng-terin MOtES arse arenes sel 897,408 1,011,863 

Repayment of long-term notes .............. (680,034) (434,674) 

Net change in short-term notes.............. 108,441 (254,871) 

INetichangsein Securities: rar cie es eee eee 46,977 .. (164,452) 

Proceeds from issue of preferred shares....... 50,000 50,000 

Dividendideclanedst ij ss.tente<ceeeeiy rsranee sce (3,402) 

419,390 207,866 

Net increase (decrease) in cash and 

Short-termlinvestments eiyscerecieeteesroee cr 199,399 (46,061) 
Beginning: ofivearmre- eine en ear anreroiens 227,547 273,608 
Bndiolyeariras cctesanccen setirs tame eer deaneneehs 426,946 227,547 





The accompanying notes to financial statements are an integral part of this state- 
ment. 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997 
(in thousands of dollars except as otherwise indicated) 


1. Act of incorporation, objectives and operations of the Corpo- 


ration 


The Business Development Bank of Canada (BDC) is a 
Crown corporation which was established by an Act of Parlia- 
ment on December 20, 1974 as the Federal Business 
Development Bank, and continued under its new name by an 
Act of Parliament on July 13, 1995. The Bank is wholly-owned 
by the Government of Canada and is exempt from income 
taxes. 


The objectives of the Bank are to promote and assist in the 
establishment and development of business enterprises in 
Canada, especially small and medium-sized businesses, by 
providing a wide range of financial and management services 
tailored to meet the current needs of those businesses and to 
earn an appropriate return on investment capital, which is used 
to expand the loan portfolio. 


The Business Development Bank of Canada Act expanded 
and extended the mandate of the Bank, enabling it to more 
effectively respond to the needs of Canada’s small and me- 
dium-sized businesses. The Bank offers to Canadian 
companies services complementary to those of commercial 
financial institutions: financial services, venture capital, and 
management services (counselling and mentoring). 


To finance these objectives, the Bank issues debt instru- 
ments which carry the full faith and credit of Canada. The 
Business Development Bank of Canada Act also allows the 
issuance of hybrid capital instruments to provide the capital 
required for meeting the growing financial needs of Canadian 
small and medium-sized businesses. The Crown would not be 
liable for payment of amounts owing under such capital instru- 
ments. 


. Significant accounting policies 


The financial statements have been prepared in accordance 
with Canadian generally accepted accounting principles. The 
significant accounting policies used in the preparation of these 
financial statements are summarized below. 


Short-term investments and securities 


Short-term investments and securities are stated at cost ad- 
justed for amortization of premiums or discounts to maturity, 
or market value, if significantly lower. Interest revenue and 
gains or losses on disposals are netted against interest expense. 


Loans and allowance for credit losses 


Loans are stated at principal amounts including accrued 
interest receivable, net of allowance for credit losses. 


The allowance for credit losses is maintained at a level 
considered adequate to absorb credit losses existing in the 
Bank’s portfolio. The allowance is increased by an annual 
provision for credit losses which is charged against income 
and is reduced by write-offs, net of recoveries. 
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BUSINESS DEVELOPMENT BANK OF CANADA—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


A loan is considered to be impaired as a result of a deterio- 
ration in credit quality to the extent that the Bank no longer 
has reasonable assurance that the full amount of principal and 
interest will be collected. When a loan is considered impaired, 
the carrying amount of the loan is reduced to its estimated 
realizable value by discounting the expected cash flows at the 
effective interest rate inherent in the loan, or if cash flows 
cannot be reasonably estimated, the fair value of any underly- 
ing security, net of expected realization costs, is used. The 
amount of initial impairment and any subsequent changes are 
recorded through the provision for credit losses as an adjust- 
ment to the specific allowance. 


In addition to specific allowances against identified im- 
paired loans, the Bank maintains a group allowance to cover 
impairment which is inherent in the loan portfolio and which 
is estimated based upon historical loss experience and prevail- 
ing economic conditions. 


Venture capital investments and allowance for losses 


Venture capital investments are recorded at cost net of 
allowance for losses. The allowance for losses on these invest- 
ments is established by a management review of individual 
investments. 


Revenue recognition 


Interest on loans is recorded as income on an accrual basis 
except for loans which are considered impaired. When a loan 
becomes impaired, recognition of interest ceases. 


Any interest payments on impaired loans are applied to the 
carrying amount of the loan unless the loan is fully secured and 
does not require a specific allowance, in which case interest 
income is recognized on a cash basis. 


For impaired loans measured on the basis of expected future 
cash flows, as explained under Loans and allowance for credit 
losses, the increase in present value attributable to the passage 
of time is reported as interest income. 


Dividends, interest and capital gains on venture capital in- 
vestments are recorded as income when received. 


Capital assets and depreciation 


Capital assets are recorded at cost and depreciated over their 
maximum estimated useful lives, using the straight-line 
method as follows: 


Computer equipment 3 years 
Furniture and fixtures 5 years 
Leasehold improvements over the term of the lease, 

maximum |5 years 


Premiums, discounts and debt-issue expenses 


Premiums, discounts and expenses related to the issue of 
debt are amortized on a straight-line basis over the term of the 
obligations to which they pertain and charged to interest ex- 
pense. 


Translation of foreign currencies 


Notes payable in foreign currencies and interest thereon, are 
fully hedged by foreign exchange forward contracts, foreign 
currency option contracts or currency swap contracts and are 
translated into Canadian dollars at the rates provided therein. 
The difference between the principal amount payable at matur- 
ity and the proceeds of the issue is considered to be an element 
of financing costs and is therefore amortized to interest ex- 
pense over the life of the obligation on a straight-line basis. 
The unamortized portion of these amounts is included in 
"Other assets". 


Derivative financial instruments 


The Bank enters into derivative financial instruments to 
manage the interest rate and foreign exchange exposures aris- 
ing from on-balance sheet positions. These financial 
instruments are used as hedges for the sole purpose of match- 
ing assets and liabilities. These derivatives are accounted for 
on an accrual basis and recorded as adjustments to interest 
expense related to the hedged position. 


Premiums paid or received with respect to derivative finan- 
cial instruments are deferred and amortized to interest expense 
over the lives of the derivative contracts. 


Pension plan 


The Bank maintains a contributory, defined benefit pension 
plan for eligible employees. Periodic valuations are performed 
by independent actuaries to determine the present value of the 
accrued pension benefits. The costs of the plan, which are 
included with salaries and staff benefits, are comprised of the 
cost of pension benefits in respect of current service, and the 
amortization over the expected average remaining service life 
of the employees of experience gains or losses in respect of 
the plan, and any adjustments arising from changes to the plan 
or the plan assumptions. 


Post-retirement benefits other than pensions 


Post-retirement benefits, other than pensions, consisting of 
life insurance and health care benefits for eligible retirees, are 
accrued annually based on actuarial valuations and are re- 
corded in "Other liabilities”. 


Post-employment benefits other than pensions 


Employees are eligible for specified post-employment bene- 
fits which are based on salary levels in effect at the time of 
departure, and are accrued annually based on actuarial valu- 
ations and are recorded in "Other liabilities". 


Recently issued accounting standard 


The Bank has adopted the requirements issued by the Cana- 
dian Institute of Chartered Accountants in the handbook 
section 3860, "Financial instruments - Disclosure and presen- 
tation", for the year ended March 31, 1997, which prescribes 
requirements for disclosure and presentation of recognized and 
unrecognized financial instruments. These requirements have 
been applied retroactively and have no impact on the Statement 
of income. 


. Cash and short-term investments 


Cash and short-term investments comprise bank account 
balances, net of cheques outstanding, and short-term bank 
deposits for terms less than 90 days. 
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4. Securities 


Term to maturity 





























Within 1 to 3 3 to 5 1997 1996 
1 year years years Total Total 
Securities issued or guaranteed by: 

Canada : 

Carrying valuer emacs eee 14,699 10,280 17,057 42,036 42,944 

Vieldi(6) tae terete: coe eee sees 5.93 6.05 6.72 6.28 6.52 

Fain VAG cpcseocscney ste oretsteteietetee tere coters 14,747 10,479 17,565 42,791 42,532 
Provinces 

Carrying Valueicjicc. occ selene ace ses 38,660 26,754 65,414 95,425 

Yieldl(%) (22 eGeh Reena 6.77 4.65 5.90 7.16 

Fair'valuies 2000: de ato ceetohiecdoats aie es 39,212 28,709 67,921 94,529 
Other 

Garnying-valuelan+ ieee eereetae 5,024 5,001 10,025 26,083 

Vite ldi(Y6) Wea ay stents Colors ma oetousi oss 7.36 7.60 7.48 7.43 

Fair valle ds ann sisson terme ses Sy ul} 5172 10,285 26,307 
Total 

Garrying values sented. oe eon: 58,383 42,035 17,057 117,475 164,452 

Vieldi(%)) paecegceorscet ee aeraag escorts 6.61 5.34 6.72 6.17 7.04 

Fair Value ioe accra atacamrerna se hers ote 59,072 44,360 17,565 120,997 163,368 
Swap contracts 

Notional amount erie erste 53,132 45,274 16,940 115,346 143,927 

















All securities held as at March 31 were issued in Canada at 
fixed rates. Yields are based upon carrying values and contrac- 
tual interest rates adjusted for amortization of premiums and 
discounts. Term to maturity classifications are based upon the 
contractual maturity of the security. Fair value is based on 
market quotes when available and may not be realized on sale. 
If quoted market prices are not available, fair values are esti- 
mated using quoted market prices of similar securities. Market 
risk relating to the above securities is hedged by interest rate 
swaps. 
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5. Loans 6. Venture capital investments 


The following table summarizes the repricing or maturity 
dates, whichever is earlier, and the effective interest rates of 
loans outstanding as at March 31. The effective interest rates 
are computed on a weighted average basis. 








The Bank maintains a portfolio of venture capital invest- 
ments which is focused on companies having promising 
competitive positions in their respective marketplaces and 
strong growth potential. The concentrations of venture capital 
investments are listed below. The Bank believes it does not 




















1997 1996 have any significant concentrations in any individual industry 
sector or client. 
$ % $ % 
Performing-floating . eee 16482756 7.39 1,376,563 9.29 Industry sector 1997 1996 
Performing-fixed 

Under one year...... 634,771 9.22 $46,900 10.31 

Mito? yearstaee sacs 376,748 9.71 387,642 10.25 Compute navn cice tetyeetciocsterar ors SA aeuntsest t 13,569 10,122 

Dtomiyears sae 197,546 10.07 335,547 10.00 Communications erie errs eeer tse eee 2,270 2,020 

Sito 4:vears ana 264,325 10.33 138,640 10.76 Blectio nics erent eee reer nee 7,643 6,982 

Aa) ISIE o wacooor 163,947 9.89 235,351 10.53 Biotechnology/ 

OyvenSiyearss-uee es: 92,617 10.11 71,250 11.13 Medical/iealthicssteraeritericerreh ice 10,415 4,075 
Performing........... 3,378,710 3,091,893 pst eee eee eam gia 308) ie 
a Tt i CO ie piel pelted dame ste Ween ee 3,489 4,039 
otal loans et e.ceen 3,610,833 3,329,326 the renter eee acre tere eh eee me 12,489 13,177 
Allowance 54,936 44,463 

for credit 
losses Allowance for losses 
Group/performing... (135,754) (134,117) OnbinvestinentSsaon Gere reer (13,492) (12,627) 
Impaired phar ihatceb ode tette.sc: 5 (88,723) (83,848) Venture capital investments, 
(224,477) (217,965) net of allowance for 
rs loSSes:on Investmentse tian 41,444 31,836 
oans, 

net of 

allowance Investments are generally held 4 to 7 years. Divestitures are 

for credit losses ..... 3,386,356 3,111,361 made through listings of investee shares on public markets or 








The concentrations of the total loans outstanding by prov- 
ince and territory as at March 31 are set out in the table below. 
The Bank believes it does not have any significant concentra- 
tions in any individual or group of clients. 





the sale of the Bank’s shares to other existing shareholders or 
to third parties. Investments yields vary from year to year due 
to dividend and interest income received and divestitures 
made. Below is a summary of the venture capital portfolio by 
type of investment. 














Geographic distribution 1997 1996 1997 1996 
y % 

: ‘s : ; Commonisharese.ceeeen eee eee 31,907 27,108 
Newfoundland ........ 109,130 3.0 96,347 2.9 Sig AGU 2 EE Race git paca re ot ee 
Prince Edward Island... 30,818 0.9 26,890 0.8 Debenbies ie sty for aie Bsa eatek an Ze 
INGVatscotlans ress. eee 82,820 23 74,967 23, 54,936 44.463 
New Brunswick....... 130,772 3.6 123,141 S19) Allowance for losses 
Quebec naccm ewes 55 1,343,169 B72 1,213,719 36.4 OnuUNVEStINEDIS- setae circa teatater (13,492) (12,627) 
OntariOvreeinya sai 884,281 24.5 778,189 23.3 Weuire ernibal iavesEmenes 
Manitobalraan miei 86,468 2.4 85,520 2.6 ere Fn for 
Saskatchewan......... 88,323 25 79,712 2.4 ; 

: rn i | ns LOSSES ONLI VeStnentsiancieevenrertaee cesta 41,444 31,836 
A thesia es eccuind ves 224,420 6.2 209,378 63 losses Om tnvestncnts ee se ae eae ee 
British Columbia...... $71,047 15.8 583,462 I ehss) 
YUKON ae iin eeavey sydoveencns 29,409 0.8 28,856 0.9 
Northwest 

Merritorlesae ane eee 30,176 0.8 29,145 0.9 

Total loans 


outstanding......... 3,610,833 100.0 3,329,326 100.0 





A —30 
BUSINESS DEVELOPMENT BANK OF CANADA—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


7. Allowance for credit losses and losses on venture capital in- 
vestments 


The following table summarizes the changes in the allow- 
ance for credit losses and losses on venture capital investments 
as at March 31. 
























































1997 1996 
Venture Venture 
capital capital 
Loans investments Total Loans investments Total 
Balance-atibesinning of year-eanenetce eee ies ae eee nte 217,965 12,627 230,592 223,551 9,220 2827 1 
WIite=OLES ie, oot este ce trata eit Pee es ek ae RS 007: (34,783) (1,529) (36,312) (30,984) (1,504) (32,488) 
RECOVETIES 2 ane ioe bh oe RT ee 2,254 1 2255 2,270 13 2,283 
185,436 11,099 196,535 194,837 7,729 202,566 
Provision for credit losses 
and losses on venture 
Capltalninvestinentsies eerste ne a 39,041 2,393 41,434 23,128 4,898 28,026 
Balanceatendiohyeats. acc ee See ee Re ee ee 224,477 13,492 237,969 217,965 12,627 230,592 
8. Other assets 
1997 1996 
Accrued interest 
receivable on securities ; 
andiswapiconitactsss). aan erin: 28,607 12,477 
Unamortized debt issue expenses on 
long-terminotes}--risee aes aaa 2,048 1,750 
Other ee ase see eee era, aac eee 7,896 8,182 
38,551 22,409 
9. Borrowings 
The Bank issues debt instruments in world capital markets 
to fund its loan portfolio. The table below shows Canadian 
dollar notes and foreign currency notes, fully hedged and 
converted into Canadian dollars. 
Nominal 
Maturity date Effective rate Currencies amount 1997 1996 
% $ $ 
Short-term notes 
LW Mare anes NEI roa RO Oe rae eacue atest os Pelee 4.95-5.58 Swiss francs 49,000 
Deutsche marks 265,000 
US dollars 237,000 
CDN dollars 456,094 
1,098,190 
Jo) ee PE WR Ae Bs hE 8 Renters 2.51-4.53 Swiss francs 75,000 
Deutsche marks 64,500 
US dollars 292,300 
GB pounds 10,000 
HK dollars 25,000 
Thai Baht 40,000 
CDN dollars 655,574 
1,206,631 
otalishort-term'notesmn- ea eeeeeete 1,206,631 1,098,190 
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' Nominal Effective Principal 
Maturity date rate rate * Currency amount 1997 1996 
% % $ $ $ 
Long-term notes 
Within a year 
He AR eee iba s Lic Puiticeie CROC cn irene see ea 4.63-8.42 Yen 22,920,000 
US dollars TAleods 
NL 
Guilders 25,000 
CDN dollars 273,500 
662,741 
19 OS emer PL ARIES. corer ars Sor rlecel he mee esa hes Meer 2.77-6.00 US dollars 182,673 
CDN dollars 420,000 
669,036 489,058 
Longer than a year 
Mayan 99 Sweeny. tboee tee cis RCL ais ise croton Zero coupon 4.92 5,000 
ed Ce ee ie ee eee 7.45 23." 16,500 
Nunes ONO R eee acai rotretetsCrir ta criiriicn ae) oiaten. 4.15 Belt Yen 1,690,000 20,517 20,517 
Ln ae 1 ee ne ees 7.00 2.90” 26,000 
Tt OCR WN 5 4 252 peed Ply da, ecto hcrn says oats 6.00 gor” Yen 1,100,023 18,717 26,905 
TVET ty CE ap ie ie an a ee a al 4.50 2.36"? 140,000 
OCOD ERIOWLOS Bian mc errs a ncicre aan wiecinseoetenarn sinreiie crests 7.00 7.00 125,000 125,000 
Ociober THMLOSE = beh ce vein 5 Bim real cians Zero coupon acne US dollars 35,000 46,830 46,830 
Novem beronlo 98 rar nerpanra ivercvar slerievarcrepaielarcinierers oe Zero coupon 2.80 11,000 
MRED BY) 7 S)4 DE Ri ta eal oy en AOR cogs er ear a 8.78 iLesy7/ 50,000 50,000 
irre 519900 ee ee tein acs caanenene Zero coupon 2.78? US dollars 10,000 13,680 
April Sol 99 9 mere asic cacterieys Sates miskat kee de sc wahtinne Zero coupon 2.93 10,000 
Maye 1ELOS OM meter trent cetectptin aie otek et evatre a eieninere 6.38 6.83 US dollars 100,000 136,650 
July 19,1999..... Aas recthGl ciose Sach CRE eee eee 6.65 5.02 5,000 
EV AGIAN 1 ey gpa Be Zero coupon D 7a 25,000 
Septemben2 snc 0 00 tammtsceettersce cc siais Gievsysiele,» aiececenhiin otters 7.43 6.77 75,000 75,000 
OW eIIDER 24 200 e Re co ated ul hay ce eee 6.89 2.90” US dollars 15,435 21,809 25,914 
November O72 OUI mre eienc ccs sierra ate ele rae essa nveters co sferer 13.99 3.61 fi) US dollars 105,000 143,600 
NUNC 24D OZ Bere retcnert tre tis vore er tvelatatere arose tesa ey cher sieves, @) seis Zero coupon 3.03 , 16,000 
rly 78.72 OOS reece sire cto aan wieti ee alate steers sie eile Zero coupon 28t 64,000 
JUN ela AU ee cine aris Urpethotor Rte nee car Onticks Dot os 8.00 2.98 aD) 20,000 20,000 
AUD TESUady oO Sictemerctesenter chet ereierereme crotctercicteleteeiel otter eres oe Zero coupon 2.79 5) 25,000 
OCtODEr AIS S2 OOS May reece tec as eee cher ene pecs eis aver eeere 8.52 SU 67,000 67,000 
October Se2 005 eyccmees Races heraresce ie clei re ewe ecu 8.33 4.63 aay 23,000 23,000 
INGVember 242 00 Ste warweteyathepetenetecotive eiveeus: svaus, eiciore ers ache 6.75 Bole: 25,000 25,000 
I DYeeySiratates 7d WAWAVOD YA ae Aolgy unten 6 Sh OSE Onno ec Denna TtS WAS 474 20,000 20,000 
Wecem Dene D2 OUD a cA ncceher mace ater pa tesa ania eee isk 7.76 2.99 6) 58,000 58,000 
TANUAT YE Se) OO Ope rng peat wc ceetel acl oh sete sehoraGaoteuede: Seon Stausiey nite 8.26 a7 an 115,000 115,000 
Marcheline? O06 maryratet rere crete crtteg iste ein carer ayartn ages 755 5.53 Ae 60,000 60,000 
Averill 2 O0 Greve cried ae ercueteccrererer ts Gosusyein eckson stov Sebo or 8.13 6.20 25,000 
December 242 OO Giee-reys ccs cescerasraevoere cuattin svetesccavoniowans areca 6.40 2.88 ay 35,000 
INFAnCHEI se) 0 Sieeereanmvranier rains terns cites ronerace casas ier lors acne nes 8.35 oO ey 32,000 32,000 
MUMS rd. 2 OO Sicars etree atars gacia seceranyciaierrie eas eens tee. yews 7.10 2.79 25,000 
slotaldlong-termimGtesy anette te entrar eter neritic 2,164,339 1,946,965 
Current portion of long-term 
notes with maturity date 
13,764 12,293 


longerthaniayy Cav eperncreryetatheva srlecace sie sever oietsre cisierelsncreteraye 














* The effective rates on long-term notes are after giving effect to swap contracts when applicable. Information as to the repricing dates of the interest rate swap contracts 


is included in Note 15. 
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() Interest is payable annually. BDC may, at its option, on the 
initial maturity date on each extended maturity date thereafter 
on which the Note is outstanding, extend the maturity date by 
one year to the next extended maturity date at predetermined 
rates up to June 19, 2006. 


) Interest is payable annually. BDC may, at its option, on the 
initial maturity date and on each extended maturity date there- 
after on which the Note is outstanding, extend the maturity date 
by one year to the next extended maturity date at predetermined 
rates up to July 25, 2005. 


) Principal and interest are payable in annual blended instalments 
of 599,992,903 yen (6,529 CDN dollars) to maturity. Additional 
principal and interest to swap counterparty are payable in an- 
nual blended instalments of 4,150 CDN dollars to maturity. 


‘4) Interest is payable semi-annually. Redemption amount at matur- 
ity is based on the Ten Year Yen Swap Rate. 


©) Interest is based on the average of two-year swap rates for 
six countries. 


) BDC will pay the nominal amount at maturity plus variable 
interest related to the performance of the S & P 500 index. The 
noteholder may elect to receive the variable interest from time 
to time prior to maturity date. 


7) Redemption amount at maturity is based on the performance of 
the Goldman Sachs Commodity Index. 


(8) Interest is compounded semi-annually and payable at redemp- 
tion or maturity date. BDC has the option to redeem the Notes 
annually prior to maturity beginning July 17, 1997. 


(9) Principal and interest are payable in uneven monthly instal- 
ments to maturity. 


(% BDC will pay the nominal amount at maturity plus variable 
interest related to the performance of the NIKKEI 225 index. 
The noteholder may elect to receive the variable interest from 
time to time prior to maturity date. 


(1) Interest is compounded semi-annually and payable at maturity. 
Annually, BDC has the right to redeem the Note prior to matur- 
ity starting June 27, 1998. 


(2) BDC will pay the nominal amount at maturity plus variable 
interest related to the performance of the S & P 500 index and 
the TSE 35 index. The noteholder may elect to receive the 
variable interest from time to time prior to maturity date. 


(13) Interest is compounded semi-annually and payable at redemp- 
tion or maturity date. BDC has the option to redeem the Note 
prior to maturity beginning October 20, 1997. 


“4) BDC may, at its option, redeem the Note annually on each 
coupon date at a predetermined rate starting November 2, 1998. 


(5) Interest is compounded semi-annually and payable on redemp- 
tion: date or at maturity. BDC has the option to redeem the Note 
starting December 12, 2000. 


(6) On January 5, 1998, BDC has the right to call the Note for 
redemption. Interest is payable semi-annually. 


(7) Interest is compounded semi-annually and payable on redemp- 
tion date or at maturity. BDC has the option to redeem the Note 
starting March 2, 1998. 


(8) Interest is compounded semi-annually and payable on the call 
date or at maturity. BDC may, at its option, call the Note 
semi-annually on each coupon date, starting April 19, 1999. 


ey) Interest is compounded semi-annually and payable on redemp- 
tion or at maturity. Annually, BDC has the option to redeem the 
Note starting March 18, 1998. 


(2°) Interest is payable annually. BDC may, at its option, redeem the 
Note on each coupon date, starting June 17, 1998. 


The preceding table includes $1,939,339 in 1997 and 
$1,808,963 in 1996 of long-term notes payable which have 
been the subject of interest rate swap contracts and options 
with other financial institutions. These borrowings fund a 
portion of the Bank’s floating interest rate loan portfolio. 


As at March 31, the payments on long-term notes are as 





follows: 
1997 1996 

1997 oc aestrc ore d avons Soe ete ee nie ale mecel eres 675,034 
OOS ee cco Sot terse te Cee nantes ie eaerntey neceecneees 682,800 502,822 
999 2 ccteccus B saaig areata amma’ epee ewes eae 464,916 262,736 
ZO OO: scakorg.ocehe ducks sie na lomernie weNereapelers wee eUaG 183,151 6,501 
DOO ees re Rice rer ero reece a eS 79,872 79,872 
D OOD. Sars Anca sone Oe orate hemieaitaet Revs 143,600 
220) 012 b= ea ae rer rr ar ie he tenarti Pier esd irs iets 16,000 
DOO4 22 i Apa ceearersansiiateiereiece here IEE reareae 64,000 
DOOR creat ia ere roe acie aishe aero 413,000 388,000 
DOO Nae ee te he era eA nag Sr cirarca sean @ 60,000 
2.008)... Bisse abate Sheen orars rete eet ca) crea arene 32,000 32,000 
20098 sa nceecavseate sence Sieroter cere anete 25,000 

2,164,339 1,946,965 
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10. Share capital and statutory limitations During the year ended March 31, 1997, the Bank issued 
; 500,000 Class A-Series 2 preferred shares for a cash consid- 
Share capital eration of $50,000. 
Authorized : 


Statutory limitations 


(a) An unlimited number of preferred shares without par value, 


: A : 4 Th T iabiliti f 
ba nietara tissuntleiad series: e aggregate of borrowings and contingent liabilities of the 


Bank in the form of guarantees given by it may not exceed 


(b) An unlimited number of common shares, having a par value twelve times the equity of the Bank. 


of $100 (one hundred dollars) each. Moreover, the paid-in capital of the Bank, the contributed 


surplus and any proceeds that have been prescribed as equity, 


























Outstanding 1997 1996 A sane 
must not at any time exceed $1.5 billion. 
Number Number 
of shares Amount ofshares Amount 11. Interest expense 
1997 1996 
Preferred shares 
Class A : 
—Series le 500,000 50,000 500,000 50,000 Interest on borrowings pate keRtret eaten achakcy onenede 154,731 200,696 
—Series2.. 500,000 50,000 Security and short-term investment 
INCOME RA ser tO inka oie (20,094) (21,897) 
100,000 50,000 
Common shares ...... 3,034,000 303,400 3,034,000 303,400 all aaa SEs 
Total 
outstanding 
share capital....... 403,400 353,400 





Class A Preferred Shares, Series 1 have a fixed, preferential 
and cumulative dividend of 6.805% per annum, commencing 
April 1996 until March 31, 1999, and thereafter, to March 31, 
2002 and for each subsequent three-year period, the rate shall 
be adjusted as at the beginning of the period, so as to equal the 
consolidatd revenue fund’s three-year term lending rate pub- 
lished by the Minsiter of Finance for the month of March last 
preceding the period plus 3/8ths of 1%. Such shares are ex- 
changeable at the option of the holder, with the approval of the 
Minister of Finance, for fully-paid common shares on the basis 
of one common share for each Class A Preferred Share, Se- 
ries 1. All dividends accumulated or declared and unpaid as at 
the date of exchange are payable by the Bank on a pro rata 
basis, as if such dividends had accrued from day-to-day. 


Class A Preferred Shares, Series 2 have a fixed, preferential 
and cumulative dividend of 5.215% per annum, commencing 
April 1997 until March 31, 2000, and thereafter, to March 31, 
2003 and for each subsequent three-year period, the rate shall 
be adjusted as at the beginning of the period, so as to equal the 
consolidated revenue fund’s three-year term lending rate pub- 
lished by the Minister of Finance for the month of March last 
preceding the period plus 3/8ths of 1%. Such shares are ex- 
changeable at the option of the holder, with the approval of the 
Minister of Finance, for fully-paid common shares on the basis 
of one common share for each Class A Preferred Share, Se- 
ries 2. All dividends accumulated or declared and unpaid as at 
the date of exchange are payable by the Bank on a pro rata 
basis, as if such dividends had accrued from day-to-day. 


On July 13, 1995, the existing capital of $590,000 paid in by 
Canada was converted into 5,900,000 common shares of the 
Business Development Bank of Canada on the basis of one 
common share for each $100 (one hundred dollars) of capital 
paid in by Canada. 


Effective March 31,1996, the Board of Directors, with the 
approval of the Governor in Council, authorized the cancella- 
tion of 2,866,000 of those common shares and a corresponding 
reduction of $286,000 in paid-in capital, thus eliminating 
$286,600 of the accumulated deficit. 
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12. 


13: 


Operating and administrative expenses 





























1997 1996 
Management Management 
Financial services services Financial services services 
Venture Venture 
Loans capital Loans capital 
division division division division 
Salaries and staff 
Dene Hts. o a ee ate ged it reich 50,119 2,223 22,104 $0,592 2,020 20,547 
Premises and equipmenticmien scree reroais ile eee cei tetel- sian 14,516 418 3,093 13,035 492 3,191 
Other expenses’ oesre, trees eercre wemuntersrt eee een a cecaset ere reretenssoress 39,771 1,403 9,213 31,201 1,442 9,139 
Reorganization, charge. arias te ececr pel oracitcpeisy teres meottiete aicle 20,291 350 
104,406 4,044 34,410 115,119 3,954 33227 














Parliamentary appropriation 


During the six-month period, from April to September 1996, 
Parliamentary appropriations totalling $6,948 were received 
by the Bank. In September 1996, the Bank decided to fund the 
operations of the Management Services Division entirely from 
internal resources, resulting in a net loss for the year of $7,704. 
Accordingly, with effect from that date, BDC will no longer 
receive funding from the Government of Canada. 


. Fair value of financial instruments 


The amounts set out below represent the fair values of 
on-and off-balance sheet financial instruments held or issued 
by the Bank using the valuation methods and assumptions 
referred to below. The estimated fair value amounts represent 
approximate amounts at which the instruments could be ex- 
changed between willing parties, however many of the 
financial instruments lack an available trading market. There- 
fore, fair values are estimated using present value and other 
valuation techniques which are extensively affected by the 
assumptions used. As such, the derived fair value estimates 
should not be interpreted as realizable values in an immediate 
settlement of the instruments. 
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The carrying values are not adjusted to reflect increases or 
decreases in fair values resulting from fluctuations in interest 
rates, as it is the Bank’s intention to realize the value of these 
financial instruments over time by holding them to maturity. 


























1997 1996 
Fair Fair 
value value 
; over (under) over (under) 
Carrying Fair carrying Carrying Fair carrying 
value value value value value value 
Balance sheet 
Assets 
GashrandShori-teria INVeEStMENtS rere tre ele chet eelcter fcle esters eterelis/a1-uonele 426,946 426,946 227,547 227,547 
Saat SND OC oncucerecpmoccsdh ouemoousngeqédporonouc 117,475 120,997 S22. 164,452 163,368 (1,084) 
Saar S Re ae eee Nene eee To eis coneeiens Gaopmanmeseosaaretene euryeuee asshs 3,386,356 3,418,283 31,927 3,111,361 3,128,890 17,529 
Venture’capital investments) 2.0 sce seee pense ieee ee omer: 41,444 75,867 34,423 31,836 65,848 34,012 
WINSrassetSamene ee ee ee ee ete cle oeer eet vegsnereleisioheforeheg 36,503 36,503 20,659 20,659 
4,008,724 4,078,596 69,872 3,555,855 3,606,312 50,457 
Liabilities 
Accounts payable and accrued liabilities..................+5-- 30,316 30,316 30,357 30,357 
Accrued interest Om bOmowiINgS 4.6500 ae. oe ee ene ses 77,090 77,090 43,764 43,764 
Ce OriWiCle® wancechecapooouane GoiuchusasuondeuooaEO of 1,206,631 1,206,631 1,098,190 1,098,190 
LOMA caanecaceannocspomodes sagooeoNuocuneaEtOC 2,164,339 2,322,489 158,150 1,946,965 1,980,789 33,824 
3,478,376 3,636,526 158,150 3,119,276 3,153,100 33,824 
(88,278) 16,633 
Off-balance sheet 
Derivative financial instruments (Note 15).............--.0--- (41,953) 80,408 122,361 (31,250) (12,565) 18,685 
TWERPAL ct south  oudea pono) ROMERO ORE cect CIO RCE MO CE esc Inne gear 34,083 35,318 








Fair values are based on a range of valuation methods and 
assumptions which are as follows: 


Financial instruments valued at carrying value-The esti- 
mated fair value of the following assets and liabilities is 
assumed to approximate carrying value as the items are short- 
term in nature: 


e Cash and short-term investments 

e Other assets 

e Accounts payable and accrued liabilities 
e Accrued interest on borrowings 

e Short-term notes 


Securities—The fair value of securities is provided in 
Note 4 to the financial statements. 


Loans—For performing variable rate loans, estimated fair 
value is assumed to equal carrying value. For performing fixed 
rate loans, estimated fair value is determined using a dis- 
counted cash flow calculation that uses market interest rates 
currently charged for similar new loans at March 31 to ex- 
pected maturity or repricing. For impaired loans, fair value is 
equal to carrying value in accordance with the valuation meth- 
ods described in Note 2 under Loans and allowance for credit 
losses. 


IY, 


Venture capital investments—For venture capital invest- 
ments made during the current year, estimated fair value is 
assumed to equal the carrying value. For investments in pub- 
licly traded companies, fair value is the quoted share price at 
March 31. The fair value of other investments is estimated 
using established earnings multiples. 


Long-term notes—The fair value of long-term notes is based 
on quoted market prices for similar issues, or current rates 
offered to the Bank for notes of the same remaining maturity. 


Derivative financial instruments—The fair value of deriva- 
tive financial instruments is provided in Note 15 to the 
financial statements. 


Derivative financial instruments 


The Bank enters into derivative financial instruments as 
hedging transactions for the sole purpose of matching its assets 
and liabilities and hedging market risk exposure. These trans- 
actions are designed to reduce the Bank’s exposure to 
mismatches in revenue and expenses resulting from fluctua- 
tions in interest rates and foreign exchange. 


These transactions include interest rate swap contracts, for- 
ward rate agreements, interest rate option contracts, 
cross-currency interest rate swap contracts, currency swap 
contracts, foreign exchange forward contracts, and foreign 
currency option contracts. 
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Interest rate swap contracts 


Interest rate swap contracts are agreements between two 
parties to exchange interest flows on a specific notional 
amount for a predetermined period, based on agreed fixed and 
floating rates. 


Forward rate agreements 


Forward rate agreements are contracts negotiated between 
two parties to buy or sell financial instruments at future dates 
and at specified rates. 


Interest rate option contracts 


Interest rate option contracts are agreements granting the 
purchaser the right to either purchase from or sell to the writer 
of the option a specified financial instrument on agreed terms. 
In consideration of the interest rate risk, the seller receives a 
premium from the purchaser. 


Cross-currency interest rate swap contracts 


Cross-currency interest rate swap contracts are agreements 
between two parties to exchange both currencies and interest 
rates on a specific notional amount for a predetermined period. 


Currency swap contracts 


Currency swap contracts are agreements between two par- 
ties to exchange currencies at specific prices and at 
predetermined dates. 


Foreign exchange forward contracts 


Foreign exchange forward contracts are commitments to 
exchange two currencies at a predetermined date and at a rate 
agreed upon by the parties at the transaction date. 


Foreign currency option contracts 


Foreign currency option contracts are agreements to buy and 
sell specified amounts of foreign currencies at fixed prices on 
specified future dates. 


The following table provides the fair value of the Bank’s 
derivatives portfolio as at March 31 as presented by unrealized 
gains or losses. 


Off-balance sheet instruments 


























1997 1996 
Net Net 
Positive Negative amount Positive Negative amount 

Derivative financial instruments 

Interestaratersw api COMtactSee eee severe teeter titel reins oekel-tater 73,138 42,492 30,646 27,843 44,451 (16,608) 

Eorward rate abree ments. creer tartar. etek ttt el takes steteter feared tater eset 334 548 (214) 111 51 60 

interest rate option contractSaement.aels-tideereatonte serra erred ac 

Cross-currency interest rate swap contracts............-.+.0005 73,831 23,365 50,466 52,642 41,643 10,999 
Foreign exchange contracts 

Guirency/SWapiCONtUACtS sets eiet eerie iter sistant eter er tele 

Foreign exchange forward contracts ...........-.--eeeeeeeees 8,545 9,035 (490) 542 7,558 (7,016) 

Foreien currency Option COntracts:.1wreepictsete eee teeter terete: 
Norte oe Mee ST OM Ona ht ao AAO Mo On pare cock OmOpOOD ae 155,848 75,440 80,408 81,138 93,703 (12,565) 
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The fair value of derivatives is presented on a net basis after 
the impact of legally enforceable master netting agreements. 
The fair value of derivatives is determined using various meth- 
odologies including quoted market prices, where available, 
prevailing market rates for instruments with similar character- 
istics and maturities, and net present value analysis or other 
pricing methodologies as appropriate. 


The following table represents the notional amount and re- 
placement cost of the derivative financial instruments as at 














March 31. 
1997 1996 
Replace- Replace- 
Notional ment Notional ment 
amount * COsten™ amount * cost ** 
Interest rate contracts 
Interest rate 
swap contracts..... 2,638,256 73,138 2,487,320 27,843 
Forward rate 
agreements........ 1,839,000 334 539,000 111 
Interest rate 
option contracts. ... 207,354 
Cross-currency 
interest rate 
swap contracts..... 772,087 73,831 HON 333 52,642 
Foreign exchange 
contracts 
Currency swap 
Contracts sera 57,705 
Foreign exchange 
forward contracts... 730,160 8,545 971,080 542 
Foreign currency 
option contracts.... 40,510 
WL Gtali sxc sete erase 5,979,503 155,848 5,314,302 81,138 








* The notional amount represents the amount at which a rate or price is 
applied in order to calculate the exchange of cash flows. 


** Replacement cost represents the cost of replacing, at current market 
rates, all contracts in an unrealized gain position. 


Concentration of credit risk 


The notional amounts of financial instruments held by the 
Bank are not indicative of the credit or market risk exposure 
associated with the contracts. The risk of loss is related only 
to the possibility that a counterparty to a transaction does not 
perform as agreed. In the event of default by a counterparty, 
the risk to the Bank in these transactions would be limited to 
the prevailing currency and/or interest rate differentials. The 
Bank limits its exposure to this type of risk by dealing only 
with financial institutions having credit ratings in accordance 
with the Department of Finance guidelines. The Bank believes 
it does not have any significant concentrations in any individ- 
ual financial institution. The Bank continually monitors its 
position and the credit ratings of its counterparties. The credit 
exposure is calculated on a contract by contract basis for each 
counterparty and is reported as being the replacement value of 
all outstanding contracts, after giving effect to master netting 
agreements. 
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At year end, counterparty credit risk exposure is as follows: 


Counterparty credit risk exposure 








Counterparty ratings 
























































AAA AA+ AA AA- At A 
Amount 
Marchi 3 Va99 7p ahrarcarerstetetors attenuata ceveance em omer ers, ceacocuatnapesathaaes 59,671 3,306 Taal 40,707 322 19 
Marches 3199 Gi er eae crsee coetereesierseuaicterrtstetais o okerets ayecomittoys. 3 5,083 19,867 10,354 12,476 3 
Number of counterparties 
March: 312199 Tach oncciysit: Gpcoretrtacre inert niet oscar iets 8 4 1] l 1 
March 35 199 6s roe nr tuerat. orci ouetoes venere Wetarered orale oie Gunersvreretay near ayer 4 3 3 1 
The following table summarizes the repricing or maturity 
dates and weighted interest rates paid and received on interest 
rate contracts: 
Term to maturity or repricing 1997 1996 
Within Over Notional Notional 
1 year % 1 to 3 years % 3 to 5 years % 5 years % amount amount 
Interest rate contracts 
Interest rate 
swap contracts 
$CDN payable-fixed...... 570,939 5.35 163,792 6.13 16,941 VAS 751,672 904,677 
$CDN receivable-fixed.... 225,000 7.85 195,000 5.20 75,000 7.43 642,500 7.00 1,137,500 1,134,413 
$US receivable-fixed...... 61,965 8.80 21,809 6.89 83,774 
BasisiSWaps eee 50,000 n.a. 105,000 n.a 155,000 155,000 
Othehisar sac oer caieeene 267,800 n.a. 137,510 n.a 105,000 n.a 510,310 293,230 
1,175,704 518,111 196,941 747,500 2,638,256 2,487,320 
Forward rate 
AQTECINCHISHE Ere 1,839,000 n.a. 1,839,000 539,000 
Interest rate 
option contracts ........ 207,354 
Cross-currency interest 
rate swap contracts...... 389,001 n.a. QING Gum n.a. 165,409 n.a 772,087 1,011,333 
Total interest 
Tate Contracts aetna 3,403,705 735,788 362,350 747,500 5,249,343 4,245,007 
Foreign exchange contracts 
Currency swap 
contractse= «someone er $7,705 
Foreign exchange 
forward contracts....... 730,160 n.a. 730,160 971,080 
Foreign currency 
option contracts........ 40,510 
Total foreign 
exchange contracts...... 730,160 730,160 1,069,295 
Totaliyemtesate evant 4,133,865 735,788 362,350 747,500 5,979,503 5,314,302 





n.a.- not applicable as weighted rates are not significant. 


The rates represent the weighted average interest rates that 
the Bank has contracted to pay or to receive up to maturity or 
repricing. The floating side for almost all of the Canadian 
dollar swap contracts is based on one-or three-month Canadian 
Bankers’ Acceptance. All amounts in US dollars are converted 
into Canadian dollar equivalent. 
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16. 


20. 


Contingent liabilities and commitments 
As at March 31, 1997: 


(a) various legal proceedings arising from the normal course 
of business are pending against the Bank. Management 
considers that the aggregate liability resulting from these 
proceedings will not be material. 


(b)the undisbursed amounts on loans authorized total 
$354,032. These loan commitments are for an average pe- 
riod of three months ($91,457 in fixed, $262,575 in 
floating). The effective interest rates on these loan commit- 
ments vary from 5.62% to 15.70%. The undisbursed 
amounts on venture capital investments authorized total 
$18,375. 


(c) the future minimum lease commitments under operating 
leases related to the rental of Bank premises are as follows: 


NE. Sua) sda godaneeoc anne aoues ongronee cad aorc 11,904 
(OO. ob Sogo rese commas ces a0e CoC OD neon taroersd dsm F937 
AV aac conto saooowe sn cA onde Ge qoadauduso ONTO DO 9,400 
AN sooo geoocobodde: AHOoody Ob onE DoD RUDTAS COI 9,048 
RO. 5. cans oowk coppodunacge pbaon ano monacuSuOeS 8,706 
OWE AWAD) 5 waco seooesugneoowonoEoGEdeDToooUNK 118,974 

167,969 


. Employee pension benefits 


Based on the latest actuarial valuation prepared as at 
December 31, 1996, the present value of the accrued pension 
benefits of the current employees and the actuarial value of the 
assets of the Pension Plan for the Employees amounted to 
$273,033 and $307,210 respectively. The employee pension 
benefits expense included in the Statement of Income for the 
year ended March 31, 1997 amounts to $1,209 ($904 income 
in 1996). The cumulative difference between the amounts ex- 
pensed and the funding contributions is recorded in the 
Balance Sheet under "Other liabilities”. 


. Cultural industries development fund 


The Bank administers on behalf of the Department of Cana- 
dian Heritage (DOCH), the Cultural Industries Development 
Fund (CIDF). The CIDF was developed to provide, under 
certain conditions, flexible financing and management coun- 
selling to businesses involved in the Canadian cultural 
industries. The initial agreement stipulated that DOCH would 
finance up to $33,000 over a five-year period commencing in 
1992. As at March 31, 1997, a cumulative amount of $28,878 
was received, part of which covered the administration and 
delivery of the program. During the year, the agreement was 
extended to March 31, 1998. This fund is not accounted for in 
the financial statements of the Bank. 


. Related party transactions 


The Bank is related in terms of common ownership to all 
Government of Canada created departments, agencies and 
Crown corporations. The Bank entered into transactions with 
these entities in the normal course of business. 


Comparative financial data 


Certain comparative figures have been reclassified to con- 
form with the presentation adopted in 1997. 
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MANAGEMENT?’S RESPONSIBILITY FOR 
FINANCIAL STATEMENTS 


The financial statements contained in this annual report have 
been prepared by Management of the Canada Council (the Council) 
in accordance with generally accepted accounting principles. The 
integrity and objectivity of the data in these financial statements are 
Management’s responsibility. Management is also responsible for 
all other information in the annual report and for ensuring that this 
information is consistent, where appropriate, with the information 
and data contained in the financial statements. 


In support of its responsibility, Management has developed and 
maintains books of account, records, financial and management 
controls, information systems and management practices. These are 
designed to provide reasonable assurance as to the reliability of 
financial information, that assets are safeguarded and controlled, 
and that transactions are in accordance with the Canada Council Act 
and by-laws of the Council. 


The Council is responsible for ensuring that Management fulfills 
its responsibilities for financial reporting and internal control. The 
Council meets with Management and the independent external audi- 
tor to review the manner in which they are performing their 
responsibilities and to discuss auditing, internal controls and other 
relevant financial matters. The Council has reviewed the financial 
statements with the external auditor and has approved them. 


The Council’s external auditor, the Auditor General of Canada, 
examines the financial statements and reports to Council and the 
Minister responsible for the Council. 


Approved by Management: 


Secretary-Treasurer 
Camille Guérin 


Director, Arts Division 
Joanne Morrow 


AUDITOR’S REPORT 


TO THE CANADA COUNCIL AND THE 
MINISTER OF CANADIAN HERITAGE 


I have audited the balance sheets of the Endowment Account and 
Special Funds of the Canada Council as at March 31, 1997 and the 
statements of revenue and expense, equity and changes in financial 
position for the year then ended. These financial statements are the 
responsibility of the Council’s management. My responsibility is to 
express an opinion on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Council as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 30, 1997 
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ASSETS 1997 1996 LIABILITIES 1997 1996 
Cash and short-term deposits (Note 3).......... 2,928 Bi355) Bankundeptednesseeme isn c sriieier ci tortrecisisters 6,450 
Parliamentary appropriation receivable......... 2,064 Grants payablesser everett tke ster terstetetstrs 14,448 11,764 
Accrued investment income ............-.--+-- 573 1,389 Accounts payable and accrued liabilities 
INGCOUNTSITECEIVADIC oc once seme ners snl © 846 514 (NCCI nascioms sno seasarocananeonnDorele 3,287 2,333 
Meferred Ghar geswre wer 1 -rae eres) stetetairier- cls ralene 1,252 842 Detemedicredits (Noted) meter eras crriomen cree 4,602 5,340 
Investments (Note 5)........---eeeeeeee renee 174,542 138,514 Due to Special Funds ..............--.....-- 7,116 5,802 
Capital assets (Note 6) ......-------+ee ee eees 2,433 3,649 Due to Special Trusts (Note 9)..............-- 2,687 2,775 
Ward kG enicg aa 6 onpammeonen voc ne UUmon on 17,676 17,876 32,140 34,464 
EQUITY 
Endowment 
Mqhishflh seo vongnansasnucouedoscaesoccas 50,000 50,000 
Appropriated surplus ..........--.+++-++5 94,770 60,199 
144,770 110,199 
Surplus 
\ Wier GuOeelns Gass voodogoe sudo bnecpodenou. 17,676 17,876 
Oprimiivnc asononocudsuasubooseennoogome 5,664 5,664 
23,340 23,540 
168,110 133,739 
200,250 168,203 200,250 168,203 
On behalf of the Council: 
DONNA SCOTT 
Chair 


FRANCOIS COLBERT 
Vice-chair 
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1997 1996 
Revenue 
Parliamentary appropriation................ 91,093 97,946 
Net gains on disposal of 
investments (Note 10)\0-. 22.2 oe eae 6,107 8,044 
Net interest and dividends (Note 11)......... 6,093 7,086 
Art Bank. rental fees janaec. cites cairo 1,161 327 
Others. rina pase ores aucsy eee a pees erat ats 609 1,079 
105,063 115,482 
Expense 
Arts Division 
Grantsi(Schedule lL) ana. eases eines oc 84,694 84,300 
Administration (Schedule 2).............. 7,966 8,591 
Servicesito:thetartss 0 vrcersisetrtiers corsets as 1,575 1,789 
94,235 94,680 
Canadian Commission for Unesco 
Administration (Scvequleé:2) iy... oer 843 992 
IPTO STAM spestere, ete cakes terete chee ic 191 180 
1,034 1ei72 
General administration (Schedule 2) ......... 7,619 7,556 
102,888 103,408 
Excess of revenue over expense 
before restructuring expenses 
and net gains related to 
the new investment strategy .............. PENIS) 12,074 
Restructuring expenses (Note 12)............ (1,312) (2,647) 
Net gains related to the new investment 
strategy, reinvested (Note 10)............. 33,508 
Excess of revenue over expense 
fonithesy Calas cvs ser peso te ite rere 34,371 9,427 


STATEMENT OF EQUITY 


OF THE ENDOWMENT ACCOUNT 
FOR THE YEAR ENDED MARCH 31, 1997 


(in thousands of dollars) 








Endowment 


PHANG Paley cotrsesarreka wea ete tral’ voor meena cece 


Appropriated surplus 


Balance at beginning of the year.......... 
Appropriated from surplus during the year 
(Notevl3) Aint okie ich two es oom eethas 


Balanceiat end of the year ..:....-....--.-- 


Balance of Endowment at end 


Of thereat ipaaracrde niece oko ere ka esas 


Surplus 
Works of art 


Balance at beginning of the year.......... 


Net disposals and adjustments 


during ithe veatenna nt iter eee aie 


Balancelatiendiof the yeart.. ce weit) sneer 


Operating 


Balance at beginning of the year............ 


Excess of revenue over expense 


forthe yeatenasc ncn etait vcore heater > 


Net disposals and adjustments during 


they car Pieper ey eae titers crit aie eaters tener 


Appropriated during the year (Note 13) 


Balance-atendiof the year m- ies) em cte iste 


Balanceatend Ontos Cateeeer retro 

















1997 1996 
50,000 50,000 
60,199 54,272 
34,571 5,927 
94,770 60,199 

144,770 110,199 
17,876 17,933 

(200) (57) 
17,676 17,876 
5,664 2,164 
34,371 9,427 
200 
(34,571) (5,927) 
5,664 5,664 
23,340 23,540 
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1997 1996 
2,145 2,786 
90 67 
27235 2,853 
855328 35,328 
27,665 16,447 
62,993 SETHE) 
1,014 872 
64,007 52,647 
66,242 55,500 


1997 1996 
Operating activities 
Excess of revenue over expense 
POM TD eny CAN ats rete iecrer a tte he tataisienen siete 34,371 9,427 
Items not affecting cash 
AMOTHZatlON) .earae ae eee ere res aeiern ers 1,216 784 
Net gains related to new investment 
strategy, reinvested (Note 10)........... (33,508) 
2,079 10,211 
Change in non-cash operating assets and 
[iaADIteS pe era ois eres cians ou yecetsaene 6,464 (5,823) 
Funds provided by 
(jaaeinnYeMMtalRe oo bogoomocuccecggaamos- 8,543 4,388 
Investment activities 
Net gains related to new investment 
Tita InOoUO) sean sosbeconacnccesaos 33,508 
INetancrease im Investment asia cis secs tel (36,028) (10,693) 
Funds applied to investment 
PIOLEn AUR eA oles a EE Olcicucr Peo IMO GLICO OG (2,520) (10,693) 
Increase (decrease) in funds.................-. 6,023 (6,305) 
Cash position at beginning of the year.......... (3,095) 3,210 
Cash position at end of the year............... 2,928 (3,095) 
Composed of: 
Cash and short-term deposits ............... 2,928 3,355 
Bank indebtednesscnimaccmae es acecsci oe secre (6,450) 
2,928 (3,095) 
SPECIAL FUNDS 
BALANCE SHEET AS AT MARCH 31, 1997 
(in thousands of dollars) 
ASSETS 1997 1996 LIABILITIES 
Cash and short-term deposits (Note 3).......... 11,299 DIA Grants payable ............-.++++-+++++000- 
Accrued interest and accounts receivable ....... 347 543 Accounts payable and accrued liabilities ....... 
mvestments\(INOte-S) sn aemaiet sce sie eels seca 46,550 46,012 
Due from Endowment Account .............-. 7,116 §,802 
Miusicalanstrumentsserrieiie cease neil race 930 930 
EQUITY 
Fund capital 
lab }orl| GoueondonndcusondbowooomeaoO0Gr 
Appropriated’surplus 5.0... c«2-ecer2- +s 
SipLUAS pgoocee shes anncoocdgouegasoosenar 
66,242 55,500 
On behalf of the Council: 
DONNA SCOTT 
Chair 


FRANCOIS COLBERT 
Vice-chair 
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STATEMENT OF REVENUE AND EXPENSE 
OF THE SPECIAL FUNDS 

FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 

































































1997 1996 
Revenue 
Net gains on disposal of 
investments (Note 0) soe ace cies 4,811 2,407 
Net interest and dividends (Note 11)......... 2,534 3,188 
Otheri.ctersceys de aa See ace erate cyanate 27 1S 7 
epi 5,752 
Expense 
Grants) 3.2 dee ae evens Ok eee ears 2,170 2,753 
Adininistrationt ce decrees cetacean eee: 358 396 
2,528 3,149 
Excess of revenue over expense 
before net gains related to 
the new investment strategy ................ 4,844 2,603 
Net gains related to the new investment 
strategy, reinvested (Note 10)............... 6,516 
Excess of revenue over expense 
forthe’ year cpenmiciar terry ceca neta ak payee oe 11,360 2,603 
STATEMENT OF EQUITY 
OF THE SPECIAL FUNDS (Note 4) 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 
1997 1996 
Fund capital 
Principal 
Balance at beginning of the year .......... 35,328 35,306 
Contributtonsirecelvied manrererrer et tel teterts 22 
Balance at end of the year................ 35,328 35,328 
Appropriated surplus 
Balance at beginning of the year .......... 16,447 14,040 
Appropriated from surplus during the year 
(NoteslS iit as capers cistenctere te emerson” rsa 11,218 2,407 
Balancesatiend ohyeatwa. cnn rset 27,665 16,447 
Balance of Fund capital at end 
ofthe year Bae becca atta teastmua 62,993 S175 
Surplus 
Balance at beginning of the year............. 872 676 
Excess of revenue over expense 
forthe yy Gar siase error dietaace scoais: onaysgarsieve 11,360 2,603 
Appropriated during the year (Note 13)....... (11,218) (2,407) 
Balance:at'theend’of year... occ. cee cee 1,014 872 








STATEMENT OF CHANGES IN FINANCIAL POSITION 


OF THE SPECIAL FUNDS 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 


Operating activities 
Excess of revenue over expense 
HOLMNES VERT larace cancers ereieron te remenstonezdeuecere 
Net gains related to the new investment 
strategy, reinvested (Note 10) ............ 
Change in non-cash operating assets 
amduitabilitleS; ccs cc <:<torses a areata te ores neers 


Funds provided by operating 
PYoiohitts ties Sem daeor anomie mone. ebane oot 


Financing activities 
Contributions received’). ss. scence 


Investment activities 
Net gains related to the new investment 
Strategyi(Note dO) Ramee sis ateeieks 
Net increase in investments ................ 


Funds provided by (applied to) 
INVEStMENT ACUIVILIES sersretienerenetoersteeae setae 


Increase (decrease) in fUndS: « <ccieie el ereeisie e o 
Cash and short-term deposits at 
Degitmini cronies) Calumer mimi t tet ttt rere 


Cash and short-term deposits at 
endiofithesycaneerecei setter tees cnae sere etere 








1997 


11,360 
(6,516) 


(1,736) 


3,108 


6,516 
(538) 


5,978 
9,086 


2,213 


11,299 


1996 


2,603 


(83) 


2,520 


22 


(3,337) 


(3,337) 
(795) 


3,008 


2,213, 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997 


1. Authority, operations and objectives (g) Special Funds and Special Trusts 


The Canada Council was established by the Canada Coun- 
cil Act in 1957 which authorized the creation of an Endowment 
Fund of $50 million pursuant to Section 13 of the Act. Except 
for the annual parliamentary appropriation, monies or proper- 
ties donated to the Council pursuant to Section 18 of the Act 
are generally accounted for as Special Funds or Special Trusts. 
The Council has been assigned the functions and duties for the 
Canadian Commission for UNESCO pursuant to para- 
graph 8(2) of the Act. The Council is not an agent of Her 
Majesty. Its objectives are to foster and promote the study, 
enjoyment and production of, works in the arts. 


. Significant accounting policies 
The most significant accounting policies are: 
(a) Investments 


Equities, bonds, debentures and mortgages are recorded at 
cost. Special Funds with capital in excess of $250,000 and 
received after January |, 1990 are merged with the Endow- 
ment Account. The participation of each fund is calculated 
on the basis of market value as at the date the monies are 
received. Interest, dividends, gains and losses on disposal 
of investments are allocated to each fund based on the 
percentages established by Council at the beginning of each 
quarter. 


Special Funds with capital of less than $250,000 and Spe- 
cial Trusts earn interest calculated quarterly using the 
ninety day Treasury Bill rate at the beginning of the quarter. 


Investments are written down to market value when the loss 
in value is considered to be other than a temporary decline. 


(b) Foreign currency transactions 


Foreign currency transactions are translated into Canadian 
dollars at the exchange rate in effect at the transaction date. 
Monetary assets denominated in foreign currency are trans- 
lated into Canadian dollars at the exchange rate in effect at 
the end of the year. 


(c) Capital assets 


Equipment and leasehold improvements are recorded at 
cost and amortized over their estimated useful lives on the 
straight-line method, as follows: 


Office equipment 5 years 
Leasehold improvements term of the lease 


Gains and losses on disposals are netted against the amor- 
tization expense in the year of disposal. 


(d) Works of art 


Works of art acquired by the Canada Council Art Bank are 
recorded at laid-down cost and no amortization is recorded. 


(e) Donated property—Special Funds 


Donated property is recorded at appraised value and the 
amount is credited to the principal of the fund capital. 


(f) Musical instruments—Special Funds 


Musical instruments are recorded at cost and no amortiza- 
tion is recorded. 


Special Funds and Special Trusts include amounts received 
by way of bequest, gift or donation and may be specific as 
to purpose. 


Special Funds are managed at the full discretion of the 
Canada Council and are invested in accordance with the 
policies of the Endowment Fund. 


Special Trusts are either managed or allowed to have their 
capital drawn down, in accordance with the donor’s wishes. 


(h) Employee termination benefits 


Employees are entitled to specific termination benefits as 
provided for under the Council’s policy and conditions of 
employment. The cost of these benefits is expensed in the 
year in which employees become eligible. 


(i) Capitalization of net income of Special Funds 


The Council normally capitalizes 10% of the revenue less 
administration expenses of the Izaak Walton Killam Memo- 
rial Fund for Advanced Studies and the Killam Special 
Scholarship Fund, in accordance with advice received from 
the trustees of these Funds in order to preserve the equity 
for future beneficiaries. However, the Council has the right 
to draw at any time on the accumulated net income capital- 
ized, for the purposes of the funds. 


Pension plan 


G 


Sar 


Employees participate in the Public Service Superan- 
nuation Plan administered by the Government of Canada. 
The employees and the Council contribute equally to the 
cost of the Plan. This contribution represents the total 
liability of the Council. The Council is not required to make 
contributions with respect to actuarial deficiencies of the 
Public Service Superannuation Account. 


(k) Parliamentary appropriations 


Parliamentary appropriations to the Council are recorded 
as revenue in the year in which they are approved by 
Parliament. 


(1) Grants and services 


Grants are recorded as an expense in the year for which 
they are approved by Council. Cancelled grants and refunds 
of grants approved in prior years are shown as revenue. 


Services to the arts, which include juries, advisory commit- 
tees, prizes and other costs that directly serve artists or the 
arts community, are recorded as expenses in the year in 
which they are incurred. 


. Cash and short-term deposits 


The Council invests temporary surplus cash in the short- 
term money market. All instruments held in short-term 
investments are rated Rl (low) or A (low) or better by a 
recognized bond rating agency. Except for federal and feder- 
ally guaranteed instruments, no more than 10% of the 
short-term portfolio is invested with one issuer. 


The fair market value of short-term investments as at 
March 31, 1997 and 1996 approximated the net book value. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


4. Special Funds 


(a) Izaak Walton Killam Memorial 


A bequest of $12,339,615 in cash and securities was re- 
ceived from the estate of Mrs. Dorothy J. Killam. The net 
income from this fund is to be used "to provide scholarships 
for advanced study or research in any field of study or 
research other than the ‘arts’ as presently defined in the 
Canada Council Act and not limited to the ‘humanities and 
social sciences’ referred to in such Act”. 


The bequest contains the provision that the fund shall not 
form part of the Endowment Account or otherwise be 
merged with any assets of the Council, and in the event that 
the Canada Council should ever be liquidated or its exist- 
ence terminated or its powers and authority changed so that 
it is no longer able to administer any Killam Trust, the 
assets forming any such Killam Trust shall thereupon be 
paid over to certain universities which have also benefited 
under the will. The cash and securities received and the 
proceeds have been invested in a separate portfolio. 


The fund equity as at March 31, 1997 was $27,610,971 
(1996—$22,251,678). 


(b) Killam Special Scholarship 


This fund was established by way of securities received 
from Mrs. Dorothy J. Killam. Dividends and proceeds from 
the redemption of those securities amounted to 
$13,653,344. 


The net income from this fund is available to provide prizes 
and fellowship grants to Canadians for advanced study or 
research in the fields of medicine, science and engineering. 


The fund equity as at March 31, 1997 was $25,383,628 
(1996—$20,972,664). 


(c) Jean A. Chalmers 


An endowment of $500,000 in cash was received from Mrs. 
Floyd S. Chalmers to establish a special Jean A. Chalmers 
Fund for the crafts. In consultation with the Canadian 
Crafts Council, the income of the fund is used to provide a 
small number of special project grants for the development 
or advancement of the crafts in Canada. 


The fund equity as at March 31, 1997 was $509,651 
(1996—$521,793). 


(d) Molson Prize 


Gifts of $1,000,000 were received from the Molson Foun- 
dation for the establishment of the Molson Prize Fund. The 
income of the fund is used for awarding cash prizes to 
Canadians "for outstanding achievement in the fields of the 
Arts, the Humanities or the Social Sciences". 


The fund equity as at March 31, 1997 was $2,409,451 
(1996—$1,895,268). 


(e) Lynch-Staunton 


This fund was established by a bequest in cash of $699,066 
received from the estate of V. M. Lynch-Staunton, the 
income from which is available for the regular programs of 
the Council. 


The fund equity as at March 31, 1997 was $2,400,274 
(1996—$1,864,079). 


(f) Vida Peene 


This fund was established by a bequest in cash of $599,761 
received from Vida Peene to provide payments to specified 
organizations. 


The fund equity as at March 31, 1997 was $600,075 
(1996—$599,761). 


(g) Joseph S. Stauffer 


This fund was established by bequests in cash totalling 
$400,000 from the estate of Joseph S. Stauffer, the income 
from which is to provide prizes to encourage promising 
young Canadians in the fields of music, visual arts and 
literature. 


The fund equity as at March 31, 1997 was $461,083 
(1996 —$456,306). 


(h) John G. Diefenbaker 


The Council received an endowment of $1,000,000 from 
the Government of Canada. The income from this endow- 
ment is to be used to provide an annual grant to a German 
scholar to engage in research or advanced studies in 
Canada. 


The fund equity as at March 31, 1997 was $1,523,961 
(1996—$1,202,095). 


(i) Coburn Fellowship 


This fund was established by a bequest totalling $945,363 
received from the estate of Kathleen Coburn. The income 
from the fund is to provide for exchanges of scholars 
between Israél and Canada. 


The fund equity as at March 31, 1997 was $1,343,163 
(1996—$1,098,005). 


(j) Other 


The following Special Funds have an original capital of 
less than $250,000 and have a total fund equity as at 
March 31, 1997 of $1,764,716 (1996—$1,784,981). 


(i) Frances Elizabeth Barwick and J. P. Barwick 


Bequests totalling $93,000 in cash were received from 
the estates of Mrs. Frances Elizabeth Barwick and J. P. 
Barwick. The total fund is to be used for the benefit of 
the musical arts and is being used for the Council’s 
Musical Instrument Bank. 


(ii) John B. C. Watkins 


This fund was established by a bequest consisting of the 
net income from the residue of the estate of the late 
John B. C. Watkins to provide scholarships for post- 
graduate studies. 


(iii) The Duke and Duchess of York Prize in Photography 


The Council received an endowment of $170,000 from 
the Government of Canada to mark the occasion of the 
marriage of The Duke and Duchess of York. The income 
from this endowment is to be used to provide an annual 
scholarship to a professional artist for personal creative 
work or advanced study in photography. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


(iv)Petro Canada Award All bonds are rated "BBB" or better by a recognized bond 
rating agency. Except for federal and federally guaranteed 


Petro Canada donated $50,000 toward an award in the instruments, no more than 10% of a managers’ portfolio may 


media arts. The income from this donation is to be used ae : : 
; : e invested with one issuer. As at March 31, 1997, the Endow- 
aay eae Bits fe eee a bes ee who ment Account has invested $27,353,000 and the Special Funds 
1 Outstanding ane inhovative. use Ol new Account has invested $20,710,000 in Government of Canada 


technology in the media arts. 


(v) Ronald J. Thom Award 


bonds with an average duration of two and one half years. 


6. Capital assets 
The Council was the beneficiary of donations totalling 











$106,898 to provide an award every two years "to a adl ee 
candidate in the early stages of his or her career in Accu- 
architecture, who demonstrates outstanding creative mulated Netbook Net book 
talent in architectural design and a sensitivity to its Cost _ amortization value value 
allied arts". (in thousands of dollars) 
(k) Funds will eventually be received from the following be- Office equipment......... 2,675 2,345 330 637 
quests: Leasehold improvements . . 4,418 Deis 2,103 3,012 
(i) Edith Davis Webb 7,093 4,660 2,433 3,649 








This fund, estimated at $400,000, is intended "for the 
purpose of making grants or establishing scholarships 
for musical study in such manner as the Council shall 1997 1996 
determine”. 


(ii) John Stephen Hirsch 


7. Accounts payable and accrued liabilities 





(in thousands of dollars) 

















IAGCOUNIS pay ab lemmrtet erase tect yet 802 521 
This fund, the amount of which cannot be determined Accrued termination benefits............. 749 660 

at this time, is being established from the estate of John Accrued restructuring expenses........... 651 
Hirsch for specific purposes. An interim distribution of Accrued | liabilittessee=e er reece 551 477 
$135,000 has been received from the estate. Accrued vacation pay........).s+--0+s-- 306 289 
Accrued payrolliexpenseSscry terres 228 386 
5. Investments 3.287 2333 

1997 1996 
Market Market 8. Deferred credits 
Cost value Cost value 

1997 1996 


(in thousands of dollars) 





(in thousands of dollars) 





























Endowment Account 
oe RES Sai ibe TASiG78 $53,135 15,546 23,098 Deferredilease inducement y.)...5- sie 3,542 4,150 
piped oa ae alas SIP Deteredrcit ee ee, 240 360 
BONS yar chose etew «soins 28,468 28,354 58,095 59,869 Ma Bank Bentalaoe 
ES Si It 396 396 469 acy WODKSTOR ATU? ce cccontete erasers, Saicrbent omyanierece 298 292 
174,542 181,885 138,514 163,273 Canadian Commission for Unesco ........ 480 473 
Otheriic earth ete etrnneae eens crereiere 42 65 
Special Funds 
Bde re cet ae 21,872 21,668 — 19,357 19,622 4,602 5,340 
Pooled fundseer cain 14,200 14,649 4,274 4,851 
SqUITLES Sem aera: 10,419 11,023 22,287 26,406 The deferred lease inducement represents an inducement 
IMorteacesuen ene trae 59 59 94 94 payment received from the landlord and is being eines 
against rental accommodation expense over the term of the 
Sue S650 S60 S018 lease. Deferred rent represents an amount received from an- 
other federal government agency to cover the rental of space 
The Council has recently transferred approximately 60% of over the next four years. 
Ne portfolios into units of two global equity pooled Amounts from the Canadian Commission for Unesco repre- 
sent funds received for specific programs for which expenses 
No one equity holding shall represent more than 10% of the have not yet been incurred. Funds received during the year 
voting shares of a corporation or of the market value of any amounted to $276,000 (1996—$356,000); funds expended dur- 
one manager’s equity portfolio. In pooled funds, derivative ing the year amounted to $269,000 (1996—$219,000). 


securities may be used only for the purposes of currency 
hedging up to 100% of the underlying foreign equity in any 
one country. Currency hedging may be for protective purposes 
only and must be hedged back to Canadian dollars. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Concluded 


9. Due to Special Trusts 12. Restructuring expenses 


These funds have been accounted for separately due to 
special conditions related to the donations. Trusts with bal- 
ances exceeding $50,000 are: 


(i) Glenn Gould Prize Fund 


The Council has received $525,113 from the Glenn Gould 
Memorial Foundation to provide a prize of $50,000 every 
three years (funds permitting) to an outstanding individual 
for his or her original contribution to the field of music and 
communications. As at March 31, 1997, the balance was 
$890,488 (1996—$917,900). 


(ii) Japan-Canada Literary Prize 




















On March 1, 1995 the Canada Council released its Strategic 
Plan entitled The Canada Council: A Design for the Future. The 
plan called for the Council to undertake a major restructuring 
of its program and administrative sections over the next three 
years. During the year, as outlined in the Plan, the Council 
further restructured and streamlined the organization in order 
to reduce administrative costs by 1998. This was achieved by 
reducing the salary costs through retirements and layoffs. The 
cost of the severance packages and related expenses was 
$1,312,000 (1996—$2,647,000). These restructuring expenses 
were partially offset through receipt of a supplementary par- 
liamentary appropriation of $292,000 (1996—$2,064,000). 


The Council received an endowment of $966,651 from the ee 
Government of Japan "to further strengthen the relations The Council has approved a resolution for the appropriation 
between Canada and Japan". The balance of the endowment of Surplus to the Fund capital as at March 31, 1997 of 
is to be used to fund an annual literary prize of $10,000. As $34,571,000 for the Endowment Account and $11,218,000 for 
at March 31, 1997, the balance was $257,938 (1996— the Special Funds in order to provide for the continued growth 
PS) fs) IID). of fund capital. 
(iii)Japan-Canada Fund 14, Commitments 
The Council received endowments totalling $2,077,800 (a) Payments of grants extending into future years are subject 
from the Government of Japan. The endowments are to be to the provision of funds by Parliament. Future year grants 
used primarily to fund Japanese artists’ participation in approved prior to March 31, 1997 are payable as follows: 
Canadian cultural activities. As at March 31, 1997, the 
balance was $1,503,395 (1996—$1,600,004). (aa thousaeae 
of dollars) 
10. Net gains on disposal of investments oa = 
: ok are ame AEN A ae so cL MN oie eomcs a rarer, ete 6,742 
Pursuant to a new investment strategy to generate greater 
returns and preserve the future value of the Endowment and 
Special Funds, the Canada Council changed the nature of its (b) The Council is party to long-term leases with respect to 
holdings in the Funds’ investment portfolios. To accomplish rental accommodation. The aggregate minimum annual 
this, the Council sold the major part of its investment portfo- rental is as follows: 
lios and reinvested the proceeds in the respective funds. : 
Capital gains realized as part of normal investment activities ie 
have been included with revenue on the statements of revenue — ae 
and expense, whereas the net gains related to the new invest- 
ment strategy, $33,508,000 to the Endowment Account and NODS ahr cate gt 2 gi ee ot ns eee sting a Baas t 2,987 
$6,516,000 to the Special Funds, have been disclosed sepa- le teen Poudre Oct) adso en eco deg tocteeaASaubemis 3,131 
rately on these statements. D000. pic or oer ieee Pee ae eae 2,601 
OX OD WEN Means OM ron ene tr oot as oOo OM UN Oe ous Dos 
11. Net interest and dividends DOD'S Tapes Pattee RI ener crcl heal tetayay> Pere tat) Set 2,251 
QOOS=2OOS se rerers visi ee cieraitoactasctetenatetaterstaic/o0Ntevar= paver av a ereds tees 3,564 
1997 1996 
(in thousands of dollars) For the year ended March 31, 1997, the annual rentals have 
been reduced by $2,425,000 as a result of sub-leases with 
Endowment Account Public Works and Government Services Canada. 
Interest and dividends................- 6,897 7,650 
Investment portfolio management 15. Related party transactions 
COSTSra mec boteired state tiene euare eens (804) (564) 
: ae In addition to those related party transactions disclosed 
Net interest andidiviienda, ee 6,093 7,086 elsewhere in these financial statements, the Council enters into 
Special Funds transactions with Government of Canada departments, agen- 
Iiicrest and diidendat ee ee 2,749 3,341 cies and Crown Corporations in the normal course of business, 
Investment portfolio management at the same trade terms applicable to all individuals and enter- 
COSIS Mn ceiettosien per eien eeecks (215) (153) prises. 
Net interest and dividends.............. 2,534 3,188 16. Comparative figures 


Certain of the 1996 figures have been reclassified to con- 
form to the 1997 presentation. 
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SCHEDULE OF GRANT EXPENSES BY SECTION SCHEDULE OF ADMINISTRATION EXPENSES 
OF THE ENDOWMENT ACCOUNT OF THE ENDOWMENT ACCOUNT 
FOR THE YEAR ENDED MARCH 31, 1997 FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) SCHEDULE 1 (in thousands of dollars) SCHEDULE 2 
1997 1996 Cana- 
dian 
(Restated) Commis- General Total 
Arts sion for adminis- 
IMUSIC Mey MRE eee te crt eee 16,486 16,296 division Unesco tration 1997 1996 
BERG RILG Petite ni teste mtareseilevetans: suavetr ness a. ereteners. a asain 15,564 15,943 
WGI Peat Cheel DLISEIN Sewer ces ey verete creeectn eter sr 15,296 15,502 Malaries wove cies cere. 4,820 574 2,262 7,656 8,213 
WA SUSIUATUS cures Patsts ac tuarctact veers -ceseare nis) skate 2 of 10,552 9,692 Employee benefits ..... 875 102 454 1,431 1,486 
DD ATICE ees ore he eee eo eae ee reravere oh 8,994 10,742 Office accommodation. . 1,108 94 1,765 2,967 3,476 
Public Lending Right Commission ............ 5,981 6,095 Amortization.......... 117 1,099 1,216 784 
Touring LCE ae hres ee atte ae nee 5,589 4,035 Professional and special 
INTO CTAT ARTIS eer ects oe Wha a that cio hee onan 5,496 5,397 SCTVICES His Ls ae eee 245 45 611 901 888 
(QUIRES SES Coles Bicko CICLO Acer ER OR eae enon Caen 736 598 Printing, publications 
84,694 84,300 and duplicating...... 31 5 428 464 48] 
Communications....... 266 23 156 445 557 
Staff 
travelleesaeis ccreae ce 339 97 436 483 
Information 
management ........ 29 351 380 B27, 


Meeting expenses 
including members’ 


honorariaen ane eee 93 201 294 225 
Office expenses and 

equipment mn eet ] 195 196 171 
Miscellaneous......... 42 42 48 





7,966 843 7,619 16,428 17139 
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CANADA DEPOSIT INSURANCE CORPORATION 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The accompanying financial statements of the Canada Deposit 
Insurance Corporation and the information related to the financial 
statements in this Annual Report are the responsibility of manage- 
ment. The financial statements have been prepared in accordance 
with generally accepted accounting principles, and particular con- 
sideration was given to the new CICA Accounting 
Recommendations pertaining to Financial Instruments and Meas- 
urement Uncertainty. The financial statements include some 
amounts, the most significant ones being the loans and claims 
receivable, the provision for guarantees and the provision for insur- 
ance losses, that are necessarily based on management’s best 
estimates and judgement. 


The financial statements have been approved by the Board of 
Directors. Financial information presented elsewhere in the Annual 
Report is consistent with that contained in the financial statements. 


In discharging its responsibility for the integrity and fairness of 
the financial statements, management maintains financial and man- 
agement control systems and practices designed to provide 
reasonable assurance that transactions are duly authorized, assets 
are safeguarded and proper records are maintained in accordance 
with the Financial Administration Act and regulations as well as the 
Canada Deposit Insurance Corporation Act and by-laws of the 
Corporation. The system of internal control is augmented by inter- 
nal audit, which conducts periodic reviews of different areas of the 
Corporation’s operations. In addition, the internal and external 
auditors have free access to the audit committee of the Board, which 
oversees management’s responsibilities for maintaining adequate 
control systems and the quality of financial reporting and which 
recommends the financial statements to the Board of Directors. 

These financial statements have been audited by the Corpo- 
ration’s auditor, the Auditor General of Canada, and his report is 
included herein. 

Jean Pierre Sabourin 
President and Chief Executive Officer 


Johanne R. Lanthier 
Vice-President, Finance 


AUDITOR’S REPORT 


TO THE MINISTER OF FINANCE 

I have audited the balance sheet of the Canada Deposit Insurance 
Corporation as at March 31, 1997 and the statements of income and 
deficit and changes in financial position for the year then ended. 
These financial statements are the responsibility of the Corpo- 
ration’s management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Canada De- 
posit Insurance Corporation Act and the by-laws of the 
Corporation. 

John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 2, 1997 
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BALANCE SHEET AS AT MARCH 31 
(in thousands of dollars) 
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ASSETS 


Cash and short-term investments (Note 4)....... 
Premiums and other accounts receivable........ 
(CAA ERSA Bs occ opp ncogcHoeceossoDDeUouN OC 


Loans and claims receivable 
(NBER EG) oonnoo anag sho oouugeno ores 


Approved by the Board: 


GRANT L. REUBER 
Director 


H. GARFIELD EMERSON 
Director 

















US O77 1996 
148,716 292,985 
3,996 11,700 
1,569 1,655 
154,281 306,340 
693,123 902,524 
847,404 1,208,864 


LIABILITIES 


Accounts payable . 


Provision for guarantees 


(Notes 6 and 7) . 


Provision for insurance losses 


(Notes 3 and 7) . 


Loans from the Consolidated Revenue Fund 


CONGTEES) acenonae 


Deficit, end of year 











1997 1996 
12,596 28,425 
645,941 691,271 
500,000 150,000 
865,047 1,640,141 
2,023,584 2,509,837 
(1,176,180) (1,300,973) 
847,404 1,208,864 
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STATEMENT OF INCOME AND DEFICIT STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) (in thousands of dollars) 

1997 1996 1997 1996 








Operating activities 























Revenues INGtANCOMIE 2 Fe Gens, SebS cas shale Mere aoe ne npe e 124,793 446,163 
Preniums so Ake. SA ee ecee 546,293 537,742 Non-cash items included 
Interest on cash and short- In net income 
tani investinents’; Se ee. eee 10,433 9,134 Adjustment to provisions for loss ......... See gANS) (29,603) 
Other revenue ie) Aue as ek eae 4,192 5,677 Other .......--. see e eee eee teens 590 579 
Net purchase of capital assets .............. (504) (420) 
560,918 552,553 ENP TANS NO UVEITIS oo bn paon coesudono 108 (66,680) (341,940) 
Expenses Moansdisbursed. nc 2 dant ss eoie acne (73,238) (48,638) 
Interest on loans from the Consolidated MoansreCOVeled seen ort crs1o rch cists ae alerets 180,946 103,648 
NTMI . -ousasudndesdoduscossees 84,835 121,917 Clhaiiglen.dsaneicnseensuHoouoGohnsoor (42,133) 
Adjustment to provisions for loss Claims:recovered! ie enceztccststcfeusrariersreretr alana 181,462 643,974 
(Notes 3\andi7) | eeeecee cc tears cetera 333,713 (29,603) Decrease in 
Recovery of amounts previously written off .. . (3,910) working capital.............+..0.eeee0e (11,218) (3,592) 
@peratingiexpenscs mraay-rim erie eke attra: 13,881 13,961 Cash provided by operating 
IntenventioniexpenScSiaaere tari meiie tierra 3,402 3,573 TCU eS te en ee FR aee I 627,731 770,171 
Othensntereste aerate eee eee 294 452 
Financing activities 
436,125 106,390 Loans from the Consolidated 
Netincome neste ois Serer aoe ere 124,793 446,163 Revenue Fund 
Deficit, beginning of year.........:.....-.---- (1,300,973) (1,747,136) INONEWS So canoncopo Seno oUKd vo bond spr 100,000 250,000 
Deficithend nk care eenne sea a (1,176,180) (1,300,973) pal ee Eales SOR ESP CIDS POSS Gs Cpe) 








Cash used in 
{INANCING ACHVITIES amy ee ieee (772,000) (533,000) 





Cash and short-term investments 


(Decrease) increase 
durinosthe:yeaterrrastriitteetcryceererstes (144,269) 23 Teli 
Balance; beginning of year... esc + res 292,985 55,814 


Balance, endtofryearecnene ss ae eee 148,716 292,985 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997 


1. Authority and objective e The timing and extent of losses the Corporation will incur as a 


The Corporation was established in 1967 by the Canada 
Deposit Insurance Corporation Act (the CDIC Act). It is a 
Crown corporation named in Part I of Schedule III to the 
Financial Administration Act. 


The objects of the Corporation are to provide insurance 
against the loss of part or all of deposits in member institu- 
tions, to be instrumental in the promotion of standards of sound 
business and financial practices for member institutions, and 
to promote and otherwise contribute to the stability of the 
financial system in Canada. These objects are to be pursued 
for the benefit of depositors of member institutions and in such 
manner as will minimize the exposure of the Corporation to 
loss. 


The Corporation has the power to do all things necessary or 
incidental in the furtherance of its objects, including acquiring 
assets from, and providing guarantees or loans to, member 
institutions. Among other things, it may make or cause to be 
made inspections of member institutions, make standards of 
sound business and financial practices, and act as liquidator, 
receiver or inspector of a member institution or a subsidiary 
thereof. 


. Significant accounting policies 
Basis of preparation 


These financial statements have been prepared in accor- 
dance with generally accepted accounting principles. These 
financial statements do not reflect the assets, liabilities or 
operations of failed member institutions in which the Corpo- 
ration has intervened. 


Use of estimates 


The Corporation’s financial statements are prepared in ac- 
cordance with generally accepted accounting principles and 
necessarily include estimates and assumptions that affect the 
amounts reported in the financial statements and accompany- 
ing notes. The more significant areas requiring the use of 
estimates are: (i) the allowance for loss on loans and claims 
receivable, (ii) the provision for guarantees, and (ili) the pro- 
vision for insurance losses. 


The Corporation reviews these estimates annually. Actual 
losses, in the near term, could differ significantly from those 
estimates depending upon certain events and uncertainties in- 
cluding: 


e The ability of the Corporation to recover its claims and loans 
receivable based on prevailing economic trends and expectations 
as to future developments. 


e The Corporation’s ability to recover its claims and loans receiv- 
able either by maximizing net recoveries from the sale of assets 
held by liquidators and agents, or through successful lawsuits as 
appropriate against relevant parties of failed member institutions. 


e The extent to which the Corporation will be called upon to honour 
guarantees provided to member institutions and others. 


result of future failures of member institutions. The provision for 
insurance losses is determined by assessing a wide variety of 
possible outcomes. As such, the provision is based on historical 
experience, on market perceptions, on legal and regulatory de- 
velopments, on prevailing economic trends and on expectations 
as to future developments, and accordingly involves consider- 
able judgement. 


The risk of deviation from the Corporation’s estimates var- 
ies in proportion to the length of the estimation period and the 
potential volatility of the underlying assumptions. In the event 
that ultimate losses do vary from the current estimates, the 
Corporation could recommend to the Governor in Council that 
the annual premium charged to member institutions be in- 
creased or decreased, depending on the situation. Also, the 
Corporation has the authority to borrow up to $6 billion from 
the capital markets and from the Consolidated Revenue Fund 
to finance its needs as appropriate. 


Short-term investments 


The Corporation maintains sufficient liquidity in its invest- 
ment portfolio to meet general operating requirements as well 
as borrowing obligations. These investments, consisting of 
marketable securities and term deposits, are carried at cost as 
they are intented to be held to maturity. 


Loans receivable 


The Corporation may make loans to member institutions and 
others. The main purpose of providing these loans is to facili- 
tate a resolution of the financial difficulties of member 
institutions. The terms and conditions of these loans provide 
for repayment of principal and, as recovery of the cost of 
providing loans, the Corporation charges interest. To the ex- 
tent interest revenue is recorded in the accounts, it is included 
in other revenue. 


Claims receivable 


Claims against member institutions arise from the subroga- 
tion of the rights and interests of depositors to the extent of the 
amount of the payment made by the Corporation to insured 
depositors. In addition, the Corporation asserts claims in re- 
spect of loans made to member institutions in liquidation. The 
Corporation does not accrue and/or record any interest revenue 
on its claims receivable. 


Allowance and provisions for loss 


In its financial statements, the Corporation records the fol- 
lowing allowance and provisions for loss: 


Allowance for loss on loans and claims receivable—The 
allowance for loss on loans and claims receivable reflects 
the Corporation’s best estimate of losses in respect of loans 
and claims receivable. The allowance is established by 
assessing the anticipated results of the asset disposition 
strategies and forecasted payments to creditors based on 
information received from the liquidators of failed member 
institutions and from other parties acting on behalf of the 
Corporation. 





Loans and claims receivable are written off against the 
allowance, in full or in part, when there is a reasonable 
doubt as to realization. When the Corporation recovers 
amounts previously written off, these are recorded as a 
recovery of amounts previously written off. 
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CANADA DEPOSIT INSURANCE CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


Provision for guarantees—In order to facilitate the resolu- 
tion of financial difficulties of member institutions, the 
Corporation may provide guarantees. The provision for 
guarantees is determined by estimating future cash pay- 
ments required under these guarantees. 





Provision for insurance losses—The provision for insur- 
ance losses represents the Corporation’s best estimates of 
future losses it will incur as a result of insuring deposits of 
member institutions. 





The provision is established by: (i) assessing the aggregate 
risk of member institutions based on the Corporation’s 
specific knowledge of its members, (ii) providing for the 
risk of loss relating to insured deposits by using a market- 
based composite risk-weighting system, and (iii) applying 
the present value of loss experience in past member institu- 
tion failures during the preceding seven years. 


The market-based composite risk-weighting system is af- 
fected by two factors: (i) the credit ratings of member 
institutions; and (ii) the market spreads between corporate 
bond issues and benchmark bond issues of the Government 
of Canada for comparable terms. 


Changes in the various provisions for loss that result from 
annual estimations for financial reporting purposes are recog- 
nized as an adjustment to the provisions for loss in the period 
in which the changes occur. 


Premium revenue 


Premiums are are based on the amount of insured deposits 
held by member institutions as at April 30 of each year. Premi- 
ums are recorded annually based on a Return of Insured 
Deposits from member institutions, which is due July 15 of 
each year. Premiums are payable in two equal instalments on 
July 15 and December 15. 


Other revenue 


The Corporation charges interest on loans made to member 
institutions and others. Interest continues to accrue on loans 
but is not recognized in the accounts when, in the Corpo- 
ration’s opinion, there is a reasonable doubt as to collectibility 
of the interest. In such cases, interest payments received are 
recognized as a reduction of the loan balance until such time 
as the loans are retired. Subsequent payments are recognized 
as other revenue on a cash basis. 


In some cases, amounts recovered from the estates of mem- 
ber institutions (claims receivable) exceed the amount 
claimed. These amounts are also recorded as other revenue on 
a cash basis. 


. Change in accounting estimate 


During the year, the Corporation enhanced its methodology 
for estimating the amount of the provision for insurance losses. 
This enhancement is part of the continuing process of estimat- 
ing and accounting for insurance losses that the Corporation 
will incur. 


As a result of this change in methodology, the estimate for 
the provision for insurance loses has increased to $500 million 
as at March 31, 1997 from $150 million as at March 31, 1996, 
as reflected in Note 7. If this methodology had been available 
to estimate the amount of the provision last year, the provision, 
at that time, would have been $650 million. 


Pursuant to the 1996 amendments to the CDIC Act, the 
Corporation began developing a Premium By-law which, once 
passed, will establish a system for differential premiums. 
Member institutions will be rated by category and each cate- 
gory will have a different premium rate. As a result of 
developing the differential premium system, the Corporation 
has better information and analytical tools with which to assess 
its overall risk of loss resulting from insuring deposits in 
member institutions. Further enhancements to the methodol- 
ogy for estimating insurance losses will be made once the 
system for differential premiums is complete. 


4. Cash and short-term investments 


1997 1996 





(in thousands of dollars) 








Batikers aCceptanCes: o,f ts tale ete 102,201 1263257) 
Bearendeposienotes seuita stirs kre ert: 22,197 82,080 
sPermydepOsits erqam cei hace ae ees 11,118 37,000 
Commercial papetyo-rieececerie eer 12,668 9,736 
PrOMISSOLY NOLES saaye il ietteestteitreetete te 38,069 
148,184 293,142 
GaSe xc gates ci iezeel ai ernat ore eie Rccieaterye 532 (157) 
Gta Oe Soe Sik ox sen te s 210 sae cance as 148,716 292,985 








The short-term investments have a weighted average effec- 
tive yield of 3.11% (1996—5.17%) and have a weighted 
average term to maturity of 25 days (1996—32 days). 


. Loans and claims receivable 


1997 1996 





(in thousands of dollars) 




















Loans-Treceivable vince ot eine ores oie 433,883 567,091 
Allowance LomlOssin qaciete sisi sreterertne ete: (18,100) (45,800) 
INebloansmecetVablem. ae eects eee 415,783 §21,291 
Claimsireceivable.. snc. set. Goae oes 333,740 478,933 
Atlowancetor lossaicn create mere eee (56,400) (97,700) 
iNeticlaims receivables -rsen ec srse eens 277,340 381,233 
Totaline yet Fee ce me ae Shree 693,123 902,524 
Loans 


The loans receivable are repayable on demand and bear 
interest at floating rates determined in accordance with formu- 
las based either on prime rate or the rate for 90-day Treasury 
Bills. No interest revenue was recorded on existing loans 
receivable as the criteria for interest revenue recognition on 
the loans were not met. No new loans were made during the 
year. 


Claims receivable 


During the year, Security Home Mortgage Corporation was 
placed in liquidation, and the Corporation paid $42 million to 
insured depositors. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


6. Provision for guarantees 


In the course of business, the Corporation provides various 
guarantees to member institutions and others. 


In order to facilitate the resolution of member institutions 
in financial difficulty, the Corporation provided deficiency 
coverage guarantees. These guarantees provide for payment of 
a portion of the principal and income losses incurred on eligi- 
ble assets acquired by third parties. The guarantees will remain 
in force on a diminishing basis until the year 2002. 


The Corporation also provided collaterized guarantees to the 
investors of distress preferred shares issued by Adelaide Capi- 
tal Corporation, a former member institution. These shares are 
to be redeemed on or before December 1999, at which time the 
Corporation may be called upon to honour its guarantees. 


The nominal amount of outstanding guarantees provided by 
the Corporation is $2.4 billion as at March 31, 1997 (1996— 
$2.9 billion) and the provision for guarantees as at March 31, 
1997 is $645.9 million (1996—$691.3 million). The nominal 
amount represents the maximum exposure of the Corporation 
with respect to the guarantees provided. The nominal amount 
is not representative of the amount the Corporation expects to 
pay to third parties to meet its obligations under these guaran- 
tees. 


7. Allowance and provisions for loss 


The following table is a continuity schedule of the allowance 
for loss on loans and claims receivable, the provision for 
guarantees and the provision for insurance losses as at 
March 31, 1997 with corresponding totals as at March 31, 


























1996. 
1997 1996 
Loans Claims Insurance 
receivable receivable Guarantees losses Total Total 
(in thousands of dollars) 
Beginning of period............ 45,800 97,700 691,271 150,000 984,771 1,658,483 
PAYMeNtSta eet. cea Ae cet see sie (66,680) (66,680) (341,940) 
Write-OllS= 4 cee ne ces (30,000) (1,363) (31,363) (302,169) 
Adjustment to 
provisions for loss........... 2,300 (39,937) 21,350 (100,000) (116,287) (29,603) 
Change in accounting 
estimate’. sniee clacton wa dtass ots 450,000 450,000 
EndiofipenOdmrass yee asda 18,100 56,400 645,941 500,000 1,220,441 984,771 











The allowance and provisions for loss are subject to meas- 
urement uncertainty. As such, actual losses may differ 
significantly from these estimates. 


8. Loans from the Consolidated Revenue Fund 


Pursuant to 1996 amendments to the CDIC Act, the Corpo- 
ration may borrow from sources other than the Consolidated 
Revenue Fund. The total borrowings of the Corporation may 
not exceed $6 billion. 


As at March 31, 1997, the Corporation has $865 million in 
outstanding loans from the Consolidated Revenue Fund includ- 
ing accrued interest of $10 million (March 31, 
1996—$1,640 million, including accrued interest of $13 mil- 
lion). 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


The Corporation’s risk management policy required that a 
minimum of 80% of the debt portfolio be matched to future 
cash flows as to timing and amount. At March 31, 1997, the 
portfolio is fully matched. The loans bear interest at various 
fixed rates ranging from 5.87% to 7.33% (1996—5.87% to 
7.33%) and the principal is repayable according to the follow- 
ing schedule: 


The fair value of the provision for guarantees is not readily 
determinable due to the uncertain timing of future payments, 
but in any case, fair value would be less than book value, which 
has been determined without reference to discounting for the 
time value of money. 


The book value of the provision for insurance losses ap- 
proximates its fair value as it represents the Corporation’s best 


Amount estimate of the future claims to be paid to insured depositors 
(in millions and related expenses. 

Fiscal year of dollars) 
The fair value of the loans from the Consolidated Revenue 
1997-0 8 tis tet gee OR Perk ene ee ey ee ees 460 Fund (Note 8) is $890 million (1996—$1,651 million). The 
199 8=99.-.>..cran Mseys trae eas ee ere ante Stirs, Baye ere 395 fair value is estimated based on the present value of contrac- 
Accrued interest as at March 31, 1997................... 10 tual cash flows discounted at the rate currently available to 
865 Crown corporations for debt with similar remaining terms to 


. Financial instruments 
Credit risk 


The Corporation is subject to credit risk from its holdings of 
short-term investments. Credit risk is minimized by investing 
in high credit-quality financial institutions or in short-term, 
high quality debt securities, and by limiting the amount in- 
vested in any one counterparty. 


10. 


maturity. No provision has been made for early repayment 
penalties as the Corporation intends to settle the loans in 
accordance with their original terms. 


Income taxes 


The Corporation is subject to federal income tax and has 
losses that can be carried forward to reduce future years’ 
earnings for tax purposes. 


Such losses total $1,105 million and expire as follows: 


All of the loans and claims receivable relate to troubled or Arneunt 
failed member institutions. The Corporation’s credit risk expo- Ga nil 
sure relating to loans receivable is directly impacted by these Year of dollars) 
entities’ ability to generate cash flows sufficient to meet their 
obligations to the Corporation as they become due. Realiza- LOB aha ane ee citstt in ctureye ore awe re are ee tae ete aerate Ee 141.8 
tions of claims receivable is largely dependent on the credit oo ume atime ro ciants o coos arson DdeGareguoooonsd aon 224.1 
quality or value of assets held by the failed member institu- ZLOOO PERE eee eee eects eee ete ctor oats Ree 224.6 
tions. The value of a significant portion of the remaining assets IAN eo Gio dbadognocouadere aanacSunachronasyocouabiae 96.4 
is dependent on real estate markets. As such, the Corporation Aare eno sadn onuocenssonGcdcbonandawascnnece tor 202.4 
is exposed to significant concentrations of credit risk arising AE) 6 doo cae getocdssovesok igincdunon@anoanessuonaes 12535 
from the real estate industry. DOOM ES oda cere velour oat enon ee aoe yan ca 90.4 

1,105.2 


Fair value 


No active or liquid market exists in which the Corporation’s 
most significant financial assets and liabilities could be traded. 
Where no market exists for financial instruments, fair value 
estimates are based on judgements regarding current and fu- 
ture economic conditions and events, the risk characteristics 
of the instruments, and other factors. The estimates of fair 
value discussed below are made as at March 31, 1997 and 
involve uncertainties and matters of significant judgement. 
Changes in assumptions could materially affect the estimates. 


The book value of cash and short-term investments, premi- 
ums and other accounts receivable and accounts payable 
approximate their fair value because of their short-term to 
maturity. 


The book value of loans and claims receivable approximates 
their fair value as it represents the Corporation’s best estimate 
of the amounts to be realized based on asset disposition strate- 
gies and forecasted repayments on account of loans and claims 
receivable. The Corporation’s estimates are based on infor- 
mation received from the liquidators of failed member 
institutions and from other parties acting on behalf of the 
Corporation. 


LOE 


Contingent liabilities 


The Corporation is involved in a number of judicial actions 
arising in the normal course of operations. Although the final 
outcome with respect to claims and legal proceedings pending 
at March 31, 1997 cannot be predicted with certainty, in the 
opinion of the Corporation, none of these, individually or in 
the aggregate, would result in liability that would have a 
significant adverse effect on the financial position of the Cor- 
poration. Any impact of such matters will be reflected in the 
period in which the matter becomes determinable. 
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12. Insured deposits 


Deposits insured by the Corporation, on the basis of returns 
received from member institutions as described in Note 2, 
Premium revenue, as at April 30, 1996 and 1995, were as 





follows: 
1996 1995 
(in billions of dollars) 
Mederalinstltu tlOnSt seyin mereare sw Spee okxererena-s 314 307 
ProvinctalinstitUtionS!...s.405 oss neces >> 14 16 





328 323 





In accordance with paragraph 21 (1) (b) of the CDIC Act, the 
premium rate for the premium year 1997 was set at one-sixth 
of one percent of insured deposits, the same rate as in 1996. 


13. Comparative figures 


Certain of the 1996 figures have been reclassified to con- 
form with the presentation adopted for 1997. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION 


MANAGEMENT’S RESPONSIBILITY 
FOR FINANCIAL STATEMENTS 


The accompanying consolidated financial statements of Canada 
Development Investment Corporation are the responsibility of man- 
agement and have been approved by the Board of Directors. 


The consolidated financial statements have been prepared by 
management in accordance with generally accepted accounting 
principles. When alternative accounting methods exist, manage- 
ment has chosen those it deems most appropriate in the 
circumstances. Financial statements are not precise since they in- 
clude certain amounts based on best estimates and judgments. 
Management has prepared the financial information presented else- 
where in this annual report and has ensured that it is consistent with 
that in the financial statements. 


CDIC maintains systems of internal accounting and adminis- 
trative controls designed to provide reasonable assurance that the 
financial records are reliable, form a proper basis for the prepara- 
tion of financial statements and that CDIC’s assets are properly 
accounted for and adequately safeguarded. 


The Board of Directors carries out its responsibility for the finan- 
cial statements in this report principally through its audit 
committee, consisting solely of outside directors. The audit com- 
mittee reviews CDIC’s annual consolidated financial statements 
and reports its findings to the board for their consideration and 
approval. The audit committee also meets with management and 
with the shareholder’s auditors to discuss auditing matters and 
financial reporting issues. Due to its size, and as permitted by Order 
in Council, CDIC is exempt from the requirement to carry out 
internal audits. 


These consolidated financial statements have been audited by the 
shareholder’s auditors, the Auditor General of Canada and KPMG, 
whose report is presented separately. 


Benita M. Warmbold 
Executive Vice-President 
Canada Development Investment Corporation 


AUDITORS’ REPORT 
TO THE MINISTER OF FINANCE 


We have audited the consolidated balance sheet of Canada Devel- 
opment Investment Corporation as at December 31, 1996 and the 
consolidated statements of income and accumulated deficit and 
changes in financial position for the year then ended. These finan- 
cial statements are the responsibility of the corporation’s 
management. Our responsibility is to express an opinion on these 
financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these consolidated financial statements present 
fairly, in all material respects, the financial position of the corpo- 
ration as at December 31, 1996 and the results of its operations and 
the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As re- 
quired by the Financial Administration Act, we report that, in our 
opinion, these principles have been applied on a basis consistent 
with that of the preceding year. 


Further, in our opinion, the transactions of the corporation and of 
its wholly-owned subsidiaries that have come to our notice during 
our audit of the consolidated financial statements have, in all sig- 
nificant respects, been in accordance with Part X of the Financial 
Administration Act and regulations, the Canada Business Corpo- 
rations Act and the articles and by-laws of the corporation and its 
wholly-owned subsidiaries. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 


KPMG 
Chartered Accountants 


Toronto, Canada 
March 4, 1997 
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CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1996 

(with comparative figures for 1995) 
(in thousands) 








ASSETS 


Current assets 
Cash and short-term investments ............ 
Cash on deposit in the Consolidated 
Revenue Fund (Note 4)..............2+6: 
Cash restricted as to use 


(NO te HC) ae ccerattsiiacne telat ais averresie tusralore 


RECELVADIOS errant enue erence eae ecicaie 


Investments 
Non-consolidated subsidiaries, at cost 
(NOt iS) Ra maers eres Ss Fetch vscens ane ayaterere 
Warity, shares! (NOtG:2)|erteiie cise ierateredrererye ta 


(OXUNS AAS Ee Se SS ee tne On eee 











1996 1995 
35,635 315975 
73,560 73,560 
10,000 10,000 
271 326 
119,466 115,861 
4,519 7,025 
Wald 
4,519 24,200 
206 
123,985 140,267 


LIABILITIES AND SHAREHOLDER’S EQUITY 1996 1995 


Current liabilities 
Accounts payable and accrued liabilities 





(Notew:(b) arate seer aseenes 10,535 9,251 

Notes payable to Atomic Energy of Canada 
Limited (Notes 5 (b) and’7 (c))........... 14,519 17,025 
25,054 26,276 


SHAREHOLDER’S EQUITY 
Capital stock 
Authorized—Unlimited number of common 





shares 
Issued and fully paid—101 common 
SHALES fergce fee eter venatectartcee,cys eters meat 1 l 
Contributed surplus (Note 6)............... 743,184 743,184 
Accumulated deficit sm arem ein cieciierei ner (644,254) (629,194) 
98,931 113,991 
Contingencies (Notes 2, 5 (a) and 7) 

123,985 140,267 





The accompanying notes are an integral part of these consolidated financial statements. 


On behalf of the Board: 


DON SHAVER 
Director 


WILLIAM ROSS 
Director 
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CONSOLIDATED STATEMENT OF INCOME AND 
ACCUMULATED DEFICIT 

YEAR ENDED DECEMBER 31, 1996 

(with comparative figures for 1995) 

(in thousands) 














1996 1995 
Corporate operations 
Interest earned on short-term 
INVESUMENES® 6, ..dvecuevarsiets, ss, a10 one ETO 1,812 3,371 
Dividend and other income................. 2,874 2,206 
4,686 OE, 
Corporate and divestiture expenses .......... (1,978) (3,810) 
Cororatenuncomesnetqecer rece eerie 2,708 1,767 
Gain on redemption of 
WVarityisharesiQNOtG2) ery iter ee eee 14,075 
Provision for waste disposal costs 
(Note s7:(0))) % « sertig ican eae rare reer (593) (152) 
Gain on sale of Cameco 
shares (INOte@i}veete ae on ie ae acre ervaene 24,122 
NeGincome: 24; dovsamer ast cis cia.ce rete ie atone 16,190 BS IST 
Accumulated deficit, beginning of year......... (629,194) (644,931) 
Dividends:4ecsSitne ese Liteon ne ace tere (31,250) (10,000) 
Accumulated deficit, end of year.............. (644,254) (629,194) 





The accompanying notes are an integral part of these consolidated financial state- 
ments. 


CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 

YEAR ENDED DECEMBER 31, 1996 

(with comparative figures for 1995) 

(in thousands) 




















1996 1995 
Operations 
Cash provided by corporate 
operations (Notes) sere ie eee eels 3,660 2,311 
3,660 2,311 
Financing 
Dividends paldieesees. erent taecy foemiata: (31,250) (10,000) 
(31,250) (10,000) 
Investing 
Proceeds from redemption of Varity shares. . . . Sez) 
Proceeds from sale of Cameco shares........ 88,560 
31,250 88,560 
Increaseun Cashews ct nine Ree Peer 3,660 80,871 
Cash, beginning ofs year aaeeetiosa meee: 105,535 24,664 
Cashviendiofiyeariy=. co aecimcee s sete amt 109,195 105,535 





For purposes of this statement, cash and increase in cash includes cash and short- 
term investments and cash on deposit in the Consolidated Revenue Fund and 
excludes cash transactions relating to cash restricted as to use. 


The accompanying notes are an integral part of these consolidated financial state- 
ments. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1996 
(All dollar amounts are stated in thousands) 


1. The corporation On March 19, 1993 Canada Hibernia Holding Corporation 


Canada Development Investment Corporation ("the corpo- 
ration" or "CDIC") was incorporated in 1982 under the 
provisions of the Canada Business Corporations Act and is 
wholly-owned by Her Majesty in Right of Canada. The corpo- 
ration is subject to the Financial Administration Act and is an 
agent of Her Majesty. The corporation is subject to federal and 
provincial imcome taxes. 


. Activities of the corporation 


In 1984, the corporation commenced the disposition of its 
investments in Massey-Ferguson Limited, now Varity Corpo- 
ration ("Varity") and Massey-Combines Corporation 
("Massey-Combines"), Canadair Limited ("Canadair"), The de 
Havilland Aircraft of Canada, Limited ("de Havilland") and 
Canada Eldor Inc. ("CEI") in an orderly fashion. Disposals of 
the corporation’s investments in de Havilland and Canadair 
were completed in 1986. The remaining investment in Massey- 
Combines was written off in 1988. 


During 1988, the operating assets of CEI were transferred to 
Cameco Corporation ("Cameco") in exchange for notes and 
38.5% investment in Cameco. Through dilution and four sec- 
ondary share sales, the corporation has now completed the sale 
of its investment in Cameco. In February, 1995 CEI sold its 
remaining 3,000,000 common shares for gross proceeds of 
$92,250. Costs of the transaction were $3,690, resulting in net 
proceeds of $88,560. Accordingly, CEI realized a gain of 
$24,122 which is reflected in the financial statements. 


Beginning in December 1992, the Government of Canada 
("Government") assumed responsibility for payment of certain 
of CEI’s debt which was required to allow CEI to remain 
within its statutory borrowing authority. 


As a result of the sale of the remaining Cameco shares and 
the assumption of CEI’s remaining debt by the Government in 
1995, CEI is left for the net cash proceeds from the final sale 
of Cameco shares as its only significant asset. CEI’s remain- 
ing significant obligations are the contingencies discussed in 
Note 7 (b). 


During 1988, the corporation acquired the following two 
subsidiaries from Atomic Energy of Canada Limited 
(TAI CIEu) 


(a) Nordion International Inc. ("Nordion"); and 


(b) Theratronics International Limited ("Theratronics"). 


In November, 1991 the corporation sold Nordion (see 
Note 7 (c)). 


Pursuant to a directive received from the Government, the 
corporation acquired during 1989, a 51% interest in Ginn 
Publishing Canada Inc. ("Ginn Publishing") from Paramount 
Communications (Canada) Limited. Pursuant to a directive 
received from the Government, in February, 1994 the corpo- 
ration sold its interest in Ginn Publishing. 


("CHHC") acquired for no cost an 8.5% interest in the Hibernia 
Development Project and an 8.5% equity interest in the Hi- 
bernia Management and Development Company Ltd. 
("HMDC"). CHHC is a wholly-owned subsidiary of the corpo- 
ration whose sole purpose is the holding, management, funding 
and ultimately, disposal of the 8.5% interest in the Hibernia 
Development Project. 


In August, 1996 Varity Corporation redeemed the 1,250,000 
Class II preferred shares of Varity held by the corporation for 
$25.00 per share, plus accrued dividends. 


During 1995, the corporation entered into a general convey- 
ance with Cartierville Financial Corporation Inc. ("CFC"), an 
inactive wholly-owned subsidiary of CDIC, which provided 
for the transfer of all of the remaining assets and liabilities in 
CFC to the corporation. CFC has been wound up and dissolved. 


In 1995, the Government completed its assessment of the 
future role of the corporation. As there will not be any signif- 
icant addition to the corporation’s work load in the near future, 
CDIC commenced the winding down of its operations. 


The Board of Directors of the corporation is continuing to 
develop approaches to the divestiture of the corporation’s 
remaining investments. 


The Board of Directors have taken actions to reduce operat- 
ing costs to a minimum as soon as possible. These actions 
include the termination of the lease of the current office space 
and the termination of all remaining employees in 1997. An 
accrual of $1,300 has been provided for in the statement of 
income to cover any liabilities associated with these actions. 
The Board of Directors will continue to manage the corpo- 
ration with assistance of contract emloyees and government 
officials. 


. Significant accounting policies 


(a) Basis of consolidation 


_The financial statements of CEI, a wholly-owned subsidi- 
ary, have been consolidated with those of the corporation. 


(b) Investments in non-consolidated subsidiaries 


The corporation’s investments in subsidiaries acquired 
with the intention that they be disposed of or privatized in 
the foreseeable future are considered to be temporary in- 
vestments and are carried at the lower of cost and net 
realizable value. If no reliable estimate of net realizable 
value is available, the investment is carried at cost. The 
corporation’s investment in CHHC is considered to be tem- 
porary investment and is accounted for in accordance with 
this policy. 


The corporation’s investments in subsidiaries acquired 
with the intention that they be disposed of or privatized in 
the foreseeable future and for which the corporation will 
not benefit from the ultimate gains or losses on disposition 
are carried at the corporation’s proportionate interest in the 
underlying net book value of the subsidiaries, offset by a 
liability reflecting the corporation’s obligation to forward 
any proceeds of disposition to another entity. The corpo- 
ration’s investment in Theratronics is accounted for in 
accordance with this policy. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1996—Continued 


The financial statements of CHHC and Theratronics are 
attached. 


(c) Short-term investments 


Short-term investments are valued at cost which approxi- 
mates fair value due to the short period to maturity. 


4. Cash on deposit in the Consolidated Revenue Fund 


In April, 1995 CEI deposited $73,560 in a non-interest 
bearing special purpose account in the Consolidated Reve- 
nue Fund ("CRF"). Funds can be drawn out of the account 
to extinguish any liability of CEI. 


. Investment in non-consolidated subsidiaries 


The corporation’s investments in subsidiaries are as follows: 


December 31 





1996 1995 
CHHG (aya. week oe eee 
Mheratronics!(b) macwieiivae encuentra te 4,519 7,025 
4,519 7,025 
(a) CHHC 


CHHC was acquired with the intention that it be disposed 
of in the foreseeable future; accordingly, the corporation 
accounts for its investment in CHHC as a temporary invest- 
ment and this investment is not consolidated. 


On March 19, 1993 CHHC acquired for no cost an 8.5% 
working interest in the Hibernia Development Project and 
an 8.5% equity interest in the Hibernia Management and 
Development Company Ltd. CHHC’s sole purpose is the 
holding, management, funding and ultimately, disposal of 
the 8.5% interest in the Hibernia Development Project. 
Pursuant to a Memorandum of Understanding ("MOU") 
dated June 8, 1993 between the Government, the corpo- 
ration and CHHC, the Government seeks the approval of 
Parliament to appropriate the funds necessary for CHHC to 
honour its obligations to fund the project costs of the 
Hibernia Development Project. CHHC is dependent on ap- 
propriations from the Government to fulfill its obligations. 


Appropriations received from the Government by CHHC to 
fund the costs of the Hibernia Development Project are 
credited to contributed surplus of CHHC, but are not re- 
flected in these consolidated financial statements as the 
investment in CHHC is carried at nominal cost. 


Pursuant to the MOU, the corporation provides adminis- 
trative services to CHHC. The aggregate cost of these 
administrative services are reimbursable to the corporation 
on commencement of commercial operations from the Hi- 
bernia Development Project production proceeds (if any 
such proceeds remain after payment of other production 
expenses and charges) or, if applicable, the proceeds from 
the sale of the working interest or the sale of the shares of 
CHHC in such manner as may be agreed upon by the 
corporation and the Minister of Finance. 


Costs of the Hibernia Development Project to the produc- 
tion start-up are estimated at $5,819,000, before 
Government assistance. CHHC’s 8.5% share is expected to 
be approximately $407,000. CHHC’s expenditures incurred 
after March 23, 1993 do not qualify for Government con- 
tributions or Government guaranteed limited-recourse 
loans provided to the other owners of the project. 


The Hibernia Development Project is in the development 
stage. Accordingly, CHHC has no operations until the pro- 
duction stage commences. Recovery of CHHC’s 
capitalized costs relating to the Hibernia Development Pro- 
ject depends upon (i) the sale of the working interest for an 
amount in excess of the costs capitalized, or (ii) the suc- 
cessful completion of construction and achievement of 
commercial production of oil at prices sufficient to recover 
operating costs and capitalized costs. 


(b) Theratronics 


The share purchase agreement between AECL and the cor- 
poration requires the corporation to pay to AECL the fair 
market value of the shares of Theratronics. The agreement 
also specifies that the fair market value will be estimated 
as at the date of transfer, but will subsequently be adjusted 
to an amount equal to the price ultimately received by the 
corporation in the subsequent privatization sale of Thera- 
tronics. Furthermore, the agreement specifies that the 
corporation is not required to make payment of the pur- 
chase price to AECL until 60 days after the privatization 
sale. 


Accordingly, AECL will ultimately receive the full pro- 
ceeds realized upon privatization of Theratronics, less the 
corporation’s expenses associated with the privatization. 


Thus, while the corporation has title to the shares of Thera- 
tronics and executive management control over its 
operations prior to its privatization, the corporation did not 
acquire the normal risks and benefits associated with share 
ownership. Accordingly, the corporation has recorded its 
investment in Theratronics at an amount equal to the net 
book value of Theratronics at December 31, 1996 and 1995, 
with an off-setting non-interest bearing note payable to 
AECL, and has not recognized any income or loss on this 
investment. 


6. Contributed surplus 


Beginning in December, 1992 the Government assumed re- 
sponsibility for payment of certain of CEI’s debt which was 
required to allow CEI to remain within its statutory borrowing 
authority. The extinguishments of the obligations to repay 
these debts have been accounted for as contributed surplus. 
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7. Contingencies ; 
g CEI accrues for these costs on an annual basis, based on 


1; : : 
(a) On December 23, 1986 the corporation sold its investment Be Mate Canale sD TOVIGe hacer oe Sat 


in Canadair Limited to Bombardier-Canadair Inc. The cor- 
poration and the Government have agreed to indemnify 
Bombardier-Canadair Inc. and Canadair Limited for speci- 
fied product related claims for fifteen years from 
December 23, 1986 for which insurance coverage is un- 
available or economically impracticable to obtain. 
Reasonable estimates of the effects, if any, of this indem- 
nity cannot be made at this time. Such amounts will be 
recognized in future years, as appropriate, when reasonable 
estimates can be made as to the likely amount, if any, which 
will ultimately be paid pursuant to this indemnity. No 
amounts have been paid to date under this indemnity. 


(b) Under the terms of the agreement between CEI and 


Cameco, CEI and Cameco agreed on a formula for sharing 
any future joint costs, excluding normal operating costs, 
related to certain specified existing wastes accumulated by 
CEI to October 5, 1988, the date of transfer of CEI’s 
operations and assets to Cameco. Cameco assumed liability 
for the first $2,000 of joint costs. The next $98,000 in joint 
costs will be shared 23/98ths by Cameco, 75/98ths by CEI. 
CEI assumed liability for joint costs in excess of $100,000. 


Alternatives for the economic disposal for existing wastes 
continue to be pursued by Cameco. The majority of the 
joint costs under the indemnity provisions of the agreement 
relate to existing waste material located in two sites which 
are closed and have not accepted further wastes since 
October 5, 1988. In 1986, the federal government put the 
Eldorado decommissioning program on hold and formed a 
Siting Task Force to recommend a process for low level 
radioactive waste disposal site selection. The Siting Task 
Force delivered its final report to the Government in 
November, 1995 having reached a community agreement in 
principle to construct a low level radioactive waste dis- 
posal facility in the Town of Deep River, Ontario, Canada. 
The federal government announced its intentions to move 
forward with negotiations with the Town of Deep River in 
July, 1996. While discussions may continue with the Town 
of Deep River in 1997, the initial community agreement has 
been declared null and void by the Town and the offer to 
host the facility has been withdrawn. Any new agreement 
negotiated to locate a low level radioactive waste disposal 
facility in Deep River would require approval through a 
referendum by the people of the Town and approval by the 
federal government. The ultimate magnitude of the joint 
costs is largely dependent on the outcome of the discus- 
sions between the federal government and the Town of 
Deep River, remediation standards that will be set by the 
Atomic Energy Control Board and the technologies that 
may be available to meet these standards at the time they 
are determined. 


December 31, 1996 CAMECO estimates joint costs to be 
$12,086 (1995—$11,312) of which CEI’s share is $7,719 
(1995—$7,127). Accordingly, CEI has accrued this amount 
in accounts payable and other liabilities as its liability that 
is subject to reasonable estimation at this time. It is likely 
that CEI will incur further liability for joint costs to be 
incurred in the future; however, the ultimate magnitude of 
this liability is not reasonably estimable at this time. To 
December 31, 1996 actual total joint costs incurred are 
$3,528 (1995—$2,595), of which CEI’s share is $1,170 
(1995—$456). 


(c) In November, 1991 the corporation sold its investment in 


Nordion for proceeds of $165,000. 


As part of the purchase and sale agreement, the corporation 
indemnified the purchaser for certain representations con- 
tained in the agreement of purchase and sale. The 
indemnity is subject to a deductible of $1,000 and an ag- 
gregate limit of $10,000 and expired two years after the 
date of the sale. $10,000 of the proceeds received from the 
sale are held in the CRF and is shown as "Cash Restricted 
as to use" in these financial statements, for use in satisfying 
any claims made under this indemnity. 


Any balance remaining of the $10,000 withheld to cover 
the indemnity, net of claims, will be paid to AECL on 
settlement of the outstanding claims. 


The corporation is a named party, together with AECL and 
the Attorney General of Canada, in litigation commenced 
by the purchaser, MDS Health Group Limited et al 
("MDS"). MDS is seeking a mandatory injunction requiring 
AECL to complete the construction and commissioning of 
a new isotope reactor. Alternate relief claimed in the action 
includes the rescinding of the original purchase, damages 
of $300,000, pre and post judgment interest and costs. 


In July, 1996 an out-of-court settlement was reached. The 
settlement stipulates that two new isotope production reac- 
tors and related processing facilities will be constructed 
and owned by Nordion and operated by AECL. The Gov- 
ernment of Canada will contribute $5,000 and provide a 
fully repayable, interest free $100,000 loan that will be 
used to help finance the cost of the two new reactors. AECL 
is to provide $12,500 to the project. Minutes of settlement 
have been signed and the final release from the lawsuit will 
be released from escrow once MDS receives the $5,000 
contribution from the Government. 


(d) CEI is a co-defendant with Cameco in a lawsuit brought on 


behalf of certain members of Eldorado Pension Plan. The 
lawsuit is based on the fact that approximately $15,000 of 
plan expenses and employer contributions was funded from 
the plan surplus rather than from the co-defendants. 


Affidavits have been exchanged and some cross examina- 
tions have taken place, but the cross examinations have not 
yet been completed. As such, many of the factual and legal 
issues have not yet been determined. 


The co-defendants have a number of defences which con- 
tinue to be vigorously pursued. Management remains of the 
opinion, after review of the facts with counsel, that the 
outcome of this case will not have a material financial 
impact on CEI. 
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(e) The Government of Canada has indicated its intention to 
introduce legislation that would subject the corporation to 
the Large Corporations Tax provisions. 


The corporation cannot presently estimate the impact, if 
any, of the Large Corporations Tax provisions; however, 
any amount will be charged to the statement of income in 
the year in which the legislation is passed by Parliament. 


8. Cash provided by corporate operations 





1996 1995 
Corporate IMCOME) NED. yet ieretledete re ate e 2,708 1,767 
Decrease in accounts receivable 
and other assetSine « is.c6 sais aes sore 250 239 
Increase in accrued liabilities........... 691 268 
Net decrease in corporate 
Gapitallassetsy= erin ithe ees ee 11 37 





Cash provided by corporate operations ..... 3,660 AMI! 
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CANADA HIBERNIA HOLDING CORPORATION 


AUDITORS’ REPORT 


TO THE SHAREHOLDER OF CANADA HIBERNIA HOLDING 
CORPORATION 


We have audited the balance sheet of Canada Hibernia Holding 
Corporation as at December 31, 1996 and the statements of opera- 
tions and deficit and changes in financial position for the year then 
ended. These financial statements are the responsibility of the Cor- 
poration’s management. Our responsibility is to express an opinion 
on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


BALANCE SHEET DECEMBER 31, 1996 
with comparative figures for 1995 
(in thousands of dollars) 


In our opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, we report that, in our opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Canada Busi- 
ness Corporations Act and the articles and by-laws of the 
Corporation. 


KPMG 
Chartered Accountants 


Toronto, Canada 
March 4, 1997 

















ASSETS 1996 1995 


Investment in Hibernia Development 
Project and Hibernia Management and 


Development Company Ltd................. 357,724 299,569 





357,724 299,569 


See accompanying notes to financial statements. 


Approved by the Board: 
DON SHAVER 


Director 


WILLIAM ROSS 


Director 








LIABILITIES AND SHAREHOLDER’S EQUITY 1996 1995 
Current liabilities 
Accrued tabilitiesaserreit creer eine 3,916 7,334 
Totalicurrentsliabilities: s-eoedser os oon ee ee 3,916 7,334 





SHAREHOLDER’S EQUITY 


Capital stock 
Authorized—Unlimited number of 
common shares 
Issued and fully paid—1l common 








share 
Gontributedisurplussaaasc wdc settee aie 355,767 293,434 
DEehCitemee me ce en rai eee ieee (1,959) (1,199) 
Motalisharcholder:s|equitvay. soci t-teistere eee 353,808 292,235 
Commitment and contingencies (Note 3) 
357,724 299,569 
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CANADA HIBERNIA HOLDING CORPORATION—Continued 


STATEMENT OF OPERATIONS AND DEFICIT 
YEAR ENDED DECEMBER 31, 1996 

with comparative figures for 1995 

(in thousands of dollars) 











1996 1995 
Expenses 
Capital and large corporation 
TAK sos Varncavans hepesdion Mode pskarte, slat eniyat se eene Ors 760 690 
INetilossdforthe yearn cece cen eerie 760 690 
DEehciibesinnin got) caliente e eerie (ek) 509 
IDSA TING GU SCE oo Son AGoGRhoduobapme sue 1,959 1,199 








See accompanying notes to financial statements. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1996 

with comparative figures for 1995 

(in thousands of dollars) 

















1996 1995 
Operating activities 
Ibosstortheyeary eer rier eaoe. cron er (760) (690) 
Increase (decrease) in accrued 
liabilities tava Seas. eat a eee iach onic (3,418) 94 
Cash used by 
Operatin acti vaties mere trectme eters (4,178) (596) 
Investing activities 
Investment in Hibernia Development 
PROJECE Ss eee ee: tas Ree (58,155) (115,586) 
(58,155) (115,586) 
Contributed capital 
Parliamentary appropriations from Canada... . 62,333 116,182 
62,333 116,182 





Changerinicashitvsnce ose ar ertrre teres res 
Cashew beginininc ote ca teeein ee eee ert 





Gashvendlofweariore. ace eee nee 








See accompanying notes to financial statements. 
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CANADA HIBERNIA HOLDING CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1996 
(All dollar amounts are stated in thousands) 


1. Canada Hibernia Holding Corporation Development costs charged to the Joint Account sub- 


Canada Hibernia Holding Corporation (the "company" or 
"CHHC") (formerly 2875055 Canada Inc.) was incorporated 
under the provisions of the Canada Business Corporations Act 
on December 4, 1992. On March 22, 1993 the company was 
acquired by Canada Development Investment Corporation 
("CDIC"). Prior to March 22, 1993 the company was inactive. 
The company is subject to the Financial Administration Act. 


On March 19, 1993, the company acquired for no cost an 
8.5% working interest in the Hibernia Development Project 
and an 8.5% equity interest in the Hibernia Management and 
Development Company Ltd. ("HMDC"). CHHC’s sole purpose 
is the holding, management, funding and ultimately, disposal 
of the 8.5% interest in the Hibernia Development Project. 
Pursuant to a Memorandum of Understanding ("MOU") dated 
June 8, 1993 between the Government of Canada ("Govern- 
ment"), CDIC and CHHC, the Government seeks the approval 
of Parliament to appropriate the funds necessary for CHHC to 
honour its obligations to fund the project costs of the Hibernia 
Development Project. CHHC is dependent on appropriations 
from Government to fulfill its obligations. 


The MOU also requires CDIC to provide administrative 
services to CHHC. The aggregate cost of these administrative 
services are reimbursable to CDIC on commencement of com- 
mercial operations from the Hibernia Development Project 
production proceeds (if any such proceeds remain after pay- 
ment of other production expenses and charges), or if 
applicable, the proceeds from the sale of the working interest 
or the sale of the shares of the company in such manner as may 
be agreed upon by CDIC and the Minister of Finance. 


HMDC is a company formed to act as agent for the partici- 
pants in the Hibernia Development Project. All project 
expenditures, other than those relating to the transportation of 
oil from the project, are charged to the Joint Account which is 
owned by the participants in proportion to their working inter- 
est. The Joint Account is funded directly by the participants 
and by Federal and Provincial Government Contributions. 


The Hibernia Development Project is in the development 
stage. Accordingly, CHHC has no operations until the produc- 
tion stage commences. Recovery of CHHC’s capitalized costs 
relating to the Hibernia Development Project depends upon 
(i) the sale of the working interest for an amount in excess of 
the costs capitalized, or (ii) the successful completion of con- 
struction and achievement of commercial production of oil at 
prices sufficient to recover operating costs and capitalized 
costs. 


. Significant accounting policies 


(a) Investment in the Hibernia Development Project and 
Hibernia Management and Development Company Ltd.: 


Investment in HMDC is accounted for on the cost method. 


sequent to the date of acquisition of the working interest 
are capitalized. Development costs include costs of engi- 
neering, construction and installation of production 
facilities comprised of a Gravity Based Structure and Top- 
sides facilities. All of the company’s development 
activities are conducted jointly with the other owners. 


(b) Contributed surplus 


Appropriations received from the Government to fund the 
costs of the Hibernia Development Project are credited to 
contributed surplus. 


(c) Administrative costs 


The costs incurred by CDIC in connection with the admi- 
nistration of the company total $1,957 to date and have not 
been accrued as a liability or charged as an expense in these 
financial statements because the method of reimbursement 
of CDIC for these costs is contingent on certain future 
events which are uncertain. 


. Commitment and contingencies 


During 1993, the company acquired an 8.5% interest in the 
Hibernia Development Project. The company’s obligations, in 
connection with the acquisition, relate only to project costs 
incurred after January 20, 1993. Costs of the Hibernia Devel- 
opment Project to the production start-up are estimated at 
$5,819,000, before government assistance and are for produc- 
tion facilities only, exclusive of costs for drilling of wells and 
the Hibernia transportation system. The company’s 8.5% share 
is expected to be approximately $407,000. The company’s 
expenditures incurred after March 23, 1993 do not qualify for 
government contributions or government guaranteed limited- 
recourse loans provided to the other owners of the project. 


The company became a participant in the Hibernia Develop- 
ment Project effective from the day of the first billion dollars 
of charges to the Joint Account. The determination of the first 
billion dollars of charges to the Joint Account and required 
owner contributions involves interpretations for the treatment 
of charges, credits and government contributions under the 
Hibernia Owner Agreements. Matters of interpretation have 
yet to be resolved between Gulf Canada Resources Limited and 
certain project owners. The outcome of these matters are pres- 
ently not determinable and thus, the potential impact on the 
company’s required contributions to the project is presently 
not determinable. 


During 1995, the company, together with one of the other 
participants, entered into agreements providing for the time 
charter and operation of a tanker for the transportation of its 
oil from the project. The company’s share of annual fixed 
obligations is approximately $5,800. Payments are expected to 
commence in November, 1997 for an initial term of ten years. 
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THERATRONICS INTERNATIONAL LIMITED 


AUDITORS’ REPORT TO THE SHAREHOLDER 


We have audited the balance sheet of Theratronics International 
Limited as at December 31, 1996 and the statements of earnings, 
retained earnings and changes in financial position, for the year then 
ended. These financial statements are the responsibility of the com- 
pany’s management. Our responsibility is to express an opinion on 
these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation. 


BALANCE SHEET AS AT DECEMBER 31, 1996 
(with comparative figures for 1995) 
(in thousands of dollars) 


In our opinion, these financial statements present fairly, in all 
material respects, the financial position of the company as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, we report that, in our opinion, these principles 
have been applied on a basis consistent with that of the preceding year. 


We further report that, in our opinion, the transactions of the com- 
pany that have come to our notice in the course of our examination of 
the financial statements have, in all significant respects, been in 
accordance with Part X of the Financial Administration Act and 
regulations, the charter and by-laws of the company and any directives 
given to the company. 


KPMG 
Chartered Accountants 


Ottawa, Canada 
February 4, 1997 

















ASSETS 1996 1995 





Current assets 





(GET EArt iho poe roo Meee ete rt eo 340 
Accounts receivable (Note 2)............... 5,021 Helin 
Inventoriesi(Note'S) Saxe nciaciangie aeiiee cae ae 8,480 9,746 
Pre paldsexpensesemn i trtarit america etre 380 302 
14,221 17,159 
@apitaleassetsi(NOtE:4) eres crerenee- tet te tstepe teeters 3,964 3,813 
In-reactonm cobalt inventonyareren caren citer 1,956 1,731 
20,141 22,703 





See accompanying notes to financial statements. 


On behalf of the Board: 


WARD PITFIELD 
Director 


BENITA WARMBOLD 
Director 


LIABILITIES AND SHAREHOLDER’S EQUITY 1996 1995 


Current liabilities 





Banksindebtednessypysce certs oeenes react wete eae 188 
Accounts payable and accrued liabilities ..... 9,684 7,900 
Advances and deferred revenue............ 4,431 5,994 
14,115 14,082 

Long-term liabilities (Note 5)............... 1,507 1,596 





SHAREHOLDER’S EQUITY 





Shareicapitall (NOtGi0) sees myspace era 9,588 9,588 
Retainediearmings (deficit) mey-meeee eee (5,069) (2,563) 
4,519 7,025 
Commitments (Note 10) 
Contingent liabilities (Note 12) 
20,141 22,703 
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THERATRONICS INTERNATIONAL LIMITED—Continued 


STATEMENT OF EARNINGS 

YEAR ENDED DECEMBER 31, 1996 
(with comparative figures for 1995) 
(in thousands of dollars) 






































1996 1995 
SALES MRR seme oe Rofscsienartineraronteretre saree aleve 36,402 36,619 
GostholscOOdSiSOl die metro metst ers! aetolte cra) ct 27,097 27,663 

9,305 8,956 
Operating expenses 

We llineyang marke tne pmyerster crac tievalsteaksisls19 ef 3,187 3,521 

PAIN INIStrALLON wiender ante atest oreo aie ene ean sy seis 5,336 4,741 

Research and development. - se aed. cs 4 3,288 2,965 

11,811 11,227 
INetiloss (Notex6 ia tartan cd Stet este tones ota (2,506) (2,27) 
See accompanying notes to financial statements. 
STATEMENT OF RETAINED EARNINGS 
YEAR ENDED DECEMBER 31, 1996 
(with comparative figures for 1995) 
(in thousands of dollars) 

1996 1995 
Retained earnings (deficit), 

DATA AOMSEES gonooc ces aooulonGd0BHOGE (2,563) (292) 
INIGE Otis cots oc nap clgogpente Gon corte rere (2,506) QQ 7) 
Retained earnings (deficit), end of 

VEER seaklg a Sertoli Ee omtoe One geome cong (5,069) (2,563) 





See accompanying notes to financial statements. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1996 

(with comparative figures for 1995) 

(in thousands of dollars) 























1996 1995 
Cash provided by (used in): 
Operations 
INERIOSSIeerE ace rec REE (2,506) (2,271) 
Depreciationeer sereisteccrinss cemeter ets sete 909 866 
(1,597) (1,405) 
Change in non-cash operating working capital 
(ONO ona ct conor can acm taoe monaco 3,274 432 
1,677 (973) 
Financing 
Decrease in long-term liabilities ............ (89) (756) 
Investments 
Net acquisition of capital assets ........... (1,060) (915) 
Increase (decrease)in cashes. oe erties 528 (2,644) 
Cash (bank indebtedness), 
beginning lof vearaamen eit ecieer are (188) 2,456 
Cash (bank indebtedness), end of year......... 340 (188) 





See accompanying notes to financial statements. 
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THERATRONICS INTERNATIONAL LIMITED—Continued 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996 
(in thousands of dollars) 


Theratronics International Limited ("Theratronics") is in- 
corporated under the Canada Business Corporations Act and 
is subject to the Financial Administration Act. The primary 
business of Theratronics is the manufacture, sales and service 
of radiotherapy and related equipment to hospitals and medical 
institutions around the world. 


Theratronics was incorporated initially as a wholly-owned 
subsidiary of Atomic Energy of Canada Limited ("AECL"). 
The Minister of State for Privatization announced in 1988 the 
government’s intention to sell the Company to the private 
sector. Assets and liabilities were transferred from AECL to 
the Company in exchange for 10,000 common shares. Since 
the transaction occurred between companies under common 
control, a value of $9,588 was assigned to capital stock for 
accounting purposes representing the net book value of the 
assets and liabilities transferred. The effective date of these 
transactions was July 1, 1988. As of September 30, 1988, all 
of the outstanding common shares were sold to Canada Devel- 
opment Investment Corporation ("CDIC"). No assessment of 
the potential impact of privatization has been made or reflected 
in the financial statements. 


. Significant accounting policies 
(a) Capital assets 


Capital assets are initially recorded at cost and depreciated 
on a straight-line basis over the estimated useful life of the 
underlying assets, as follows: 


Asset Basis 
Site Service 5 to 15 years 
Building 20 years 


Machinery, equipment, and leased equipment 3 to 10 years 
(b) Inventories 


Finished goods inventories including service inventories 
are valued at the lower of cost and estimated net realizable 
value. Raw materials, work in process, and cobalt 60 are 
valued at the lower of cost and replacement cost. Cost is 
primarily determined on a standard cost basis and includes 
material, labour and manufacturing overhead where appli- 
cable. 


(c) In-reactor cobalt inventory 


In-reactor cobalt inventory represents primarily payments 
for irradiation services performed by AECL to produce 
cobalt 60. The amounts classified as long-term will not be 
consumed within the next fiscal year. 


(d) Pension plan 


Employees are covered by the Public Service Superan- 
nuation Plan administered by the Government of Canada. 
The Company’s contributions to the plan are limited to 
matching the employees’ contributions on account of cur- 
rent service and past service buy back limited to federal 
government services. These payments are charged to in- 
come on a current basis and represent the total pension 
obligations of the Company. 


tO 


(e) Employee termination benefits 


Employees are entitled to specific termination benefits de- 
fined under collective agreements and conditions of 
employment. The charge to income and the liability are 
recognized in the accounts in the year the benefits become 
vested. 


(f) Warranty provision 


A provision is recorded for estimated warranty costs at the 
time of product sale. 


(g) Revenue recognition 


Revenue from the sale of radiotherapy units, software and 
related equipment is generally recognized upon shipment. 
Revenue from field services is recognized at the time ser- 
vices are rendered. Revenue from service contracts is 
recognized on a straight-line basis over the term of the 
contract. 


(h) Foreign currency 


Assets and liabilities denominated in currencies other than 
Canadian dollars are translated at exchange rates in effect 
at the balance sheet date. Revenue and expense items are 
translated at the monthly average rates of exchange during 
the year. Translation gains or losses are included in the 
determination of earnings. 


. Financial instruments 


(a) Risk management activities 


The Company operates internationally, thereby exposing 
the Company to market risks from changes in foreign ex- 
change rates. The Company partially manages these 
exposures by creating offsetting positions through the use 
of financial instruments. 


(b) Foreign exchange risk management 


The Company has entered into forward foreign exchange 
contracts to hedge its foreign currency exposure on certain 
export sales. The contracts oblige the Company to sell US 
dollars in the future at predetermined exchange rates. The 
contracts are matched with anticipated future sales in for- 
eign currencies. At December 31, 1996 the Company had 
purchased contracts to sell US $2,700 in the next 10 months 
at an average exchange rate of $1.333. 


(c) Concentrations of credit risk 


The Company is exposed to credit-related losses in the 
event of default by customers and non-performance by 
counterparties to financial instruments. Credit exposure is 
minimized by dealing with only creditworthy customers 
and counterparties or by obtaining insurance or letters of 
credit in accordance with established credit approval poli- 
cies. The largest credit exposure to a single customer or 
counterparty at December 31, 1996 was $852 (1995— 
$735). 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996—Continued 

















Concentration of accounts receivable credit risk by geo- 4. Capital assets 
graphic region is indicated in the following table. 
1996 1995 
1996 1995 
Net Net 
Narih Aitetica fc. tee ae 4,256 2,550 oe fee mae 
UT OPC poco ecchersparenss youscneis) sy shar sas. < 03a 6.8 596 776 
CASI AI ayer ai teleyaraineitens Seterardsyeraccersneke ars 168 2,645 
eatin AMeriCay ep. ey evel savent: 7 736 ah Swe y ee oe e 
Osis Weems coh Sanae se aud aocias atc (6) 404 tad) 1,281 706 575 652 
5,021 7,111 Building tet. cee ee 3,569 3,248 321 246 
Machinery and equipment . . 8,527 6,537 1,990 1,665 
(d) Fair values Equipment leased to 
: CUSLOMEIS i srs sae) Ta 200 512 620 
The carrying values of cash, accounts receivable, bank Equipment 
indebtedness, accounts payable and accrued liabilities ap- inden 
proximate their fair value due to the relatively short periods capital lease........... 641 144 497 561 
to maturity of these instruments. 
14,799 10,835 3,964 3,813 








(e) Employee termination benefits 
It is not practical to determine the fair value of the long- Cost and accumulated depreciation were $14,012 and $10,199 


term liability for employee termination benefits as the respectively at December 31, 1995. 


timing of the payments is dependent on future events. ae 
e ae P 5. Long-term liabilities 





(f) Performance guarantees ea aeas 
The Company has letters of guarantee totalling $676 relat- 
ing to performance guarantees in specific sales agreements. ‘ 7 
The letters of guarantee will fully expire on February 28, Plier oue rr ae aioe aera ne ee 
3 Employee termination benefits ........... 931 905 
1998. The Company has accrued $364 in the year for these 
Deferredinevenicnme eerie eine ert 318 310 





guarantees. It is not practicable to determine the fair value 
of these letters of guarantee as there is no market for the 
guarantees and they were issued without explicit cost. 


1,507 1,596 








The company has one manufacturing equipment capital 
1996 1995 lease. The lease requires an interest payment of 9.6% and 
expire in 1999. Future minimum payments, by year and in 

aggregate, consists of the following at December 31, 1996: 


3. Inventories 














SERVICe INVENOLY epieyees or eicsctsye ore isie eieaieie o's 838 1,777 
(Chol FALSIONS s.grcancmnotharnto ora aire SacHo OAC 2,426 2,138 OSTA SAGs nee at let F ccn ae andere neln a ho, ater 154 
Manufacturing 199 Bi Se rant ec kcnie rein the ara tects oe clerdaye eae 154 
Bamishe di ZOOS weniecttsire1s) tele cietelerokelon SI 1,989 je LS LO ha Ae il Sate eats nts Peete Wrus BREEDS rs tn URES 128 
REN GINEVGOENS - 6anonu uasodo ode oomnODDE 1,998 1,724 ite 
? Totaliminimumulease payments a qari tlre select 436 
IWORKeT <P TOCESS aametne at etintetertete) «rarer 2,061 2,118 ees 
Amounts representins) interests. it wile ole ole haere (55) 
8,480 ee Present value of net minimum lease 
PENMENG eo cansodcoso on sen noemogosIpetu2one 381 
Less current portion included in accounts 
payable and accrued liabilities .................. (123) 
258 


6. Share capital 


The authorized share capital of the Company consists of an 
unlimited number of no par value common shares with issued 
and outstanding shares totalling 10,000. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996—Concluded 


ie 


9. 


Income taxes 


As a wholly-owned subsidiary of a Federal Crown Corpo- 
ration, the Company is not subject to provincial income taxes. 


The Company’s expected income tax rate is the net Federal 
statutory rate (including surtax) of 29.12% less the applicable 
manufacturing and processing deduction of 7%. Since the 
company has a loss, the effective rate is zero. 


The Company has non capital loss carryforwards for income 
tax purposes of $3,880 ($3,840 in 1995) available to reduce 
future taxable income and which will begin to expire in 1999 
and net capital loss carryforwards of $2,448 ($2,448 in 1995) 
available to offset taxable capital gains indefinitely. In addi- 
tion, the Company has differences between the tax and 
accounting values of its assets for which future deductions are 
available in the amount of $8,988 ($10,028 in 1995). Of this 
amount, $3,248 ($3,744 in 1995) relate to the assets of the 
Company at the date it became subject to income taxes. 


The Company has unused investment tax credits of $900 
($700 in 1995) available to reduce taxes payable up to 2001. 


. Operating working capital 


The changes in non-cash operating working capital are com- 
prised of: : 








1996 1995 
ACCOUNTSIMECEMVAD 1G ieee eeeneiy sani iaelsn ees 2,090 5,350 
IMVENLORICS aaron Grete itelsneneiouetcnternaermieerevegtre ie 1,041 (1,448) 
Prepaldtexpensesmmet tiara rn sete wcies (78) (97) 
Accounts payable and accrued liabilities... . 1,784 (2,478) 
Advances and deferred revenue ........... (1,563) (895) 

3,274 432 








Related party transactions 


AECL provides irradiation services to the Company in the 
normal course of operations. Total purchases of irradiation 
services in the year were $1,688 ($1,875 in 1995) measured at 
the contracted amount. At December 31, 1996, $370 ($299 in 
1995) of these purchases were included in accounts payable. 


. Commitments 


The Company has a commitment, estimated at approxi- 
mately $18,000 to purchase cobalt 60 from AECL produced at 
its Chalk River nuclear laboratory to the year 2008. 


It. 


Sales agents’ remuneration 


During the year ended December 31, 1996 the Company paid 
sales commissions totalling $2,912, to the following agents: 
Medtel Pty. Limited, Australia; General Machinery Co. Ltda., 
Chile; Meditel Medikal Teknik Elektronik Ltd., Turkiye; 
Meditron S.A. de C.V., El Salvador; Radcons Pty Limited, 
Australia; Semetron, Estonia; Lactronics S.A., Colombia; 
NCA Electromedicina, Spain; Alkan Establishment, Egypt; 
General Electronica Genelectric C.I.A. Ltda., Ecuador; Gen- 
eral Medica de Colombia Ltda., Colombia; Kirloskar 
Theratronics (P) Limited, India; Izinta Trading Co. Ltd., Hun- 
gary; Agmeco s.r.o., Czech Republic; CIS (UK) Limited, 
England; Mundinter, Portugal; Bureautique Communication 
Organization Ltd., Channel Islands; Gemed Sistemas, 
Venezuala; Medtechnica Ltd., Israel; Rimpex S.A.R.L., Tuni- 
sia; Al Mazroui Medical & Chemical Supplies, United Arab 
Emirates; J. Gasso Gasso, Dominican Republic. 


. Contingent liability 


Medtap grant 


The Company received a grant of $350 from the National 
Research Council in 1995. This funding is required to be repaid 
based on a percentage of sales if certain conditions are met 
relating to the commercialization of the resulting technology. 
The conditions were met in late 1996, and, as a result, $141 
was accrued against related technology sales. The remaining 
portion of the grant is expected to be accrued against 1997 
sales, and full repayment of the grant is expected to occur in 
1998. 


. Comparative figures 


Certain comparative figures have been reclassified to con- 
form with the financial statement presentation adopted in the 
current year. 





CANADA LANDS COMPANY LIMITED 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL REPORTING 


The financial statements of Canada Lands Company Limited have 
been prepared by management of the Corporation in accordance 
with generally accepted accounting principles. 


Management maintains financial and management reporting sys- 
tems which include appropriate controls to provide reasonable 
assurance that the Corporation’s assets are safeguarded, to facilitate 
the preparation of relevant, reliable and timely financial infor- 
mation and to ensure that transactions are in accordance with Part X 
of the Financial Administration Act and regulations, the Canada 
Business Corporations Act and the articles and by-laws of the 
Corporation. 


Where necessary, management uses judgement to make estimates 
required to ensure fair and consistent presentation of this infor- 
mation. 


The Board of Directors is composed of six directors, none of 
whom are employees of the Corporation. The Board of Directors has 
the responsibility to review and approve the financial statements, 
as well as overseeing management’s performance of its financial 
reporting responsibilities. An Audit Committee appointed by the 
Board of Directors of the Corporation has reviewed these state- 
ments with management and the auditor and has reported to the 
Board of Directors. The Board of Directors has approved the finan- 
cial statements. 


The auditor is responsible for auditing the financial statements 
and has issued a report thereon. 


All other financial and operating data included in the Annual 
Report are consistent, where appropriate, with information con- 
tained in the financial statements. 


E. Buchholz 
President and Chief Executive Officer 


B. E. Richardson 
Vice President, Chief Financial Officer 


A — 73 


AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS AND GOVERNMENT 
SERVICES 


I have audited the consolidated balance sheet of Canada Lands 
Company Limited as at March 31, 1997 and the consolidated state- 
ments of income and retained earnings and changes in financial 
position for the year then ended. These financial statements are the 
responsibility of the Corporation’s management. My responsibility 
is to express an opinion on these financial statements based on my 
audit. 


I conducted my audit in accordance with generally accepted audit- 
ing standards. Those standards require that I plan and perform an 
audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these consolidated financial statements present 
fairly, in all material respects, the financial position of the Corpo- 
ration as at March 31, 1997 and the results of its operations and the 
changes in its financial position for the year then ended in accor- 
dance with generally accepted accounting principles. As required by 
the Financial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
period ended March 31, 1996. 


Further, in my opinion, the transactions of the Corporation and of 
its wholly-owned subsidiaries that have come to my notice during 
my audit of the consolidated financial statements have, in all signif- 
icant respects, been in accordance with Part X of the Financial 
Administration Act and regulations, the Canada Business Corpo- 
rations Act and the articles and by-laws of the Corporation and its 
wholly-owned subsidiaries. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 15, 1997 
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CONSOLIDATED BALANCE SHEET 
AS AT MARCH 31, 1997 
(in thousands of dollars) 
































ASSETS 1997 1996 LIABILITIES AND SHAREHOLDER’S EQUITY 1997 1996 
Properties Liabilities 
Income producing properties (Note 4)........ 170,370 186,668 Mortgages payable (Note 7)................ 37,057 60,191 
Properties under Notes payable to the Federal 
development (Note:4) Waewrstratet terete: 17,607 27,448 Government((Note’3) arc seins eee ee 37,100 
Land held for Bankaindebtednesst ase ert er tren sarote eet 711 3,550 
developmentior salese.er eee tee 124,679 123,009 Accounts payable and 
312,656 337,125 accrued liabilities (Note 2). etot Sees 76,710 77,368 
Se oe Prepaid rents and deposits = 2a). «<1. sameas- a 1,270 1,799 
Other assets ; Incomestax payable: eer eere eee re 1,313 2,074 
Cash and short-term deposits (Note 5)........ 20,491 12,013 ST et oe 
Amounts receivable (Note 6) ......... 2.0.0 64,725 41,247 p Tig LEST eee 
Prepaid expenses and thet on mya series 5,912 4,729 SHAREHOLDER’S EQUITY 
91,128 57,989 : 
Capitallstocki(Note: 10) ip apreteie asa oe 
Contributed surplus (Notes 3 and 10)........ 238,717 249,617 
Retained Gamings aye. ca els rete 10,906 515 
249,623 250,132 
403,784 395,114 Commitments (Notes 4 and 12)............. 403,784 395,114 














See accompanying notes to consolidated financial statements. 


On behalf of the Board: 


JON K. GRANT 
Chairman of the Board 


CHARLES PELLETIER 
Chartered Accountant 


CANADA LANDS COMPANY LIMITED—Continued 


CONSOLIDATED STATEMENT OF INCOME 
AND RETAINED EARNINGS 

FOR THE YEAR ENDED MARCH 31, 1997 
with comparative figures for the seven months 
ended March 31, 1996 (Note 1) 

(in thousands of dollars) 


CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 

FOR THE YEAR ENDED MARCH 31, 1997 
with comparative figures for the seven months 
ended March 31, 1996 (Note 1) 

(in thousands of dollars) 
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1997 1996 
Revenues 
Broperty;Salestiyeerseetderdth canto bales terme 142,765 26,248 
TRO FAs paren, coraccrechet tis Pec an ines 0 ORR 43,072 24,180 
Attractions, food and beverage.............. 31,867 12,894 
Interestand other tay. sacten= sete care sree ede a 9,052 5,358 
Property sales management 
11 BD OR AO Oe Oo ae crore RTC ORE 10,070 
226,756 78,750 
Expenses 
(Costioh property Sales meeeciae ase ee: 106,623 23,297 
Provision for diminution in value of assets ... . 15,586 
Rentalloperating costs 4-12. lteklel lel ols 30,227 16,897 
Attractions, food and beverage 
COSES ne iieire: Hele ite nctecnencucte at wtenersccaniontie “ere 23,210 13835 
Interest and other financing costs 
(Notesi7- andl?) ia arse arrays icpsh-ters cisienay ue) 2,318 10,757 
General and administrative........-....---> 16,693 9,442 
DEMISE s5500 ane comunsouoenonondaboT 8,718 3,671 
Other) (NOt) crane eusunetus esis es 3,161 
206,536 77,399 
INetincome beforetaxs nm.j-teniercem eles ote 20,220 1,351 
ACGME aK CUNOLEH Lilia taatetens vere ecole sick, cleus cls 9,829 836 
ANCE INCOME NAc ayals ots cravs Set ek cites e wee) aiehs cree 10,391 $15 
Retained earnings, beginning of period....... 515 
Retained earnings, end of period.............. 10,906 515 


See accompanying notes to consolidated financial statements. 

















1997 1996 
Operating activities 
INGtINCOMIe Fae are erase eevee ea are ctr on as 10,391 S15 
Recovery of real estate costs 
OtitSal Ghent reece aie, diets seis Sete aE meee 106,623 23,297 
Provision for diminution in value of assets... . 15,586 
Expenditures/on properticSesas. eee ee (47,385) (17,044) 
Depreciationner ants neue ee mace 8,718 3,671 
Qihenexpensesi(INote m7) sesyeraerernereeet ects 3,161 
Deferrediincometaxiaen:. aceite ree aes (431) (1,508) 
96,663 8,931 
Net change in operating assets 
andiitabilitiéshe eee Oem tie (31,303) 9,292 
Cash provided by operating 
ACUIVA TES te eres toe at ita a octet eter atinees Shere 65,360 18,223 
Financing activities 
Mortgages:payablem, cri isictiera bastions (23,134) (12,749) 
Notes payable to the Federal 
Goverment (Noter8)mesecetide aceite 37,100 
Reduction of capital stock (Note 10)......... (10,900) 
Amount payable on acquisitions 
(NOte13) Sarre te eerevee conten ater cuscereir 4,601 
Cash provided by (applied to) financing 
ACUIVILIES ts remain Rte sete eee rete 7,667 (12,749) 
Investment activities 
Expenditures on property held 
foninvestmentaseee eee eee eee (6,460) (5,693) 
Acquisitions: (Notes) reat rrsiser eesti rr (55,250) (249,617) 
Contributed surplus arising from 
acquisition of net assets (Note 3).......... 249,617 
Cash applied to 
INVeEStMENt ACHVITIES seeaeietee ieee chai sraceettnen (61,710) (5,693) 
Increase (decrease) in:caSh. 222.566. ace e ee DRS? (219) 
Gash; beginning of period mre eee 8,463 
Cashacquired (Notes) ance eee 8,682 
Gashvend Of penodi a nrrmce tienen selene 19,780 8,463 





Cash includes cash and short-term deposits and is net of bank indebtedness. 


See accompanying notes to consolidated financial statements. 
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NOTES 


1. Authority and activities of the Corporation (iii) The accounts of the Corporation’s other non-principal 


Canada Lands Company Limited, a non-agent Crown corpo- 
ration, originally named Public Works Lands Company 
Limited, was incorporated under the Companies Act in 1956 
and was continued under the Canada Business Corporations 
Act. It was added to Schedule C to the Financial Adminis- 
tration Act in 1979 and listed as a parent Crown corporation in 
1984 in Part I of Schedule III to the Financial Administration 
ACE: 


The Corporation has full power to acquire, manage, im- 
prove, sell or otherwise deal in or dispose of real or personal 
property or any interest therein. Until 1995, the Corporation 
had been used to hold, in trust for Federal Government depart- 
ments, certain leasehold interests in two properties in London, 
England, and two properties on First Nations’ reserves in 
Canada. Funding for these leases is borne by the departments. 


As aconsequence of the CN Commercialization Act in 1995, 
the Corporation acquired effective August 31, 1995 all the 
shares of Canada Lands Company CLC Limited (CLC) and CN 
Tower Limited (CNTL). Prior to that date, the Corporation was 
inactive and had only nominal assets and share capital. 


Accordingly, the comparative figures in the accompanying 
consolidated statements of income and retained earnings, and 
changes in financial position reflect the results of operations 
and changes in financial position for the seven-month period 
August 31, 1995 to March 31, 1996. 


CLC’s objective is principally to carry out a commercially- 
oriented and orderly disposal program of certain Federal 
Government real properties. In undertaking this objective, 
CLC may manage, develop and dispose of real properties, 
either in the capacity of owner or as agent for the Federal 
Government. It is anticipated that this disposal program will 
be completed over a number of years. 


At March 31, 1997, the business of CNTL was the operation 
of the CN Tower in Toronto, Ontario (Note !7). Its income was 
primarily derived from the operation of attractions, food and 
beverage facilities. 


. Summary of significant accounting policies 
(a) General 


The consolidated financial statements are prepared in ac- 
cordance with generally accepted accounting principles. 
With respect to real estate activities, the Corporation’s 
accounting policies and standards of financial disclosure 
are also substantially in accordance with the recommenda- 
tions of the Canadian Institute of Public Real Estate 
Companies, of which the Corporation is an associate mem- 
ber. 


(b) Consolidation 


(i) The Corporation consolidates the accounts of its two 
principal wholly-owned subsidiaries, CLC and CNTL. 


(ii) The consolidated financial statements also include the 
Corporation’s proportionate share of all incorporated 
and unincorporated joint ventures in which the Corpo- 
ration has an interest, to the extent of the Corporation’s 
interest in their respective assets, liabilities, revenues, 
expenses and cash flows. 


subsidiaries are excluded from consolidation because 
the Corporation does not expect to obtain future eco- 
nomic benefits from the resources of these subsidiaries 
and is not exposed to the related risks. These non-con- 
solidated subsidiaries are Canada Lands Company 
(Vieux-Port de Québec) Inc. and Old Port of Montréal 
Corporation Inc. 


The Corporation has one additional subsidiary, 
3148131 Canada Limited, which is presently inactive. 


(c) Income recognition 
The Corporation recognizes income as follows: 
(i) Property sales 


When the Corporation has fulfilled all material condi- 
tions and received a down payment that is appropriate 
in the circumstances having regard to the financial 
resources of the purchaser. 


(ii) Income producing properties under development 


When break-even cash flow after debt service is 
achieved but not later than one year after substantial 
completion. 


(d) Properties 


(i) Income producing properties are carried at cost less 
accumulated depreciation and, if intended for disposi- 
tion, at the lower of cost less accumulated depreciation 
and net realizable value. 


(ii) Properties under development and land held for devel- 
opment or sale are carried at the lower of cost and net 
realizable value. 


(iii) Prior to sale, the Corporation capitalizes all direct de- 
ferred selling costs related to the properties. 


(iv) When significant interest costs are incurred related to 
development activities, the Corporation capitalizes 
such costs to properties. 


(e) Depreciation 


Depreciation is calculated on the straight-line method us- 
ing rates based on the estimated remaining useful lives of 
the assets, which range from 5 to 40 years. 


(f) Asset valuation 


In determining estimates of net realizable values and fair 
market values (Note 3) for its properties, the Corporation 
relies on assumptions regarding applicable industry per- 
formance and prospects, as well as general business and 
economic conditions that prevail and are expected to pre- 
vail. Assumptions underlying asset valuations are limited 
by the availability of reliable comparable data and the 
uncertainty of predictions concerning future events. 
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The Corporation’s properties are subject to various govern- 
ment laws and regulations relating to the protection of the 
environment. The Corporation has made, and expects to 
make in the future, expenditures to comply with such laws 
and regulations. Where estimated costs are reasonably de- 
terminable, the Corporation considers such costs in 
arriving at estimates of fair market value of its properties, 
based on management’s estimate of such costs. Such esti- 
mates are, however, subject to change based on agreements 
with regulatory authorities, changes in laws and regula- 
tions, the ultimate use of the property, and as new 
information becomes available. 


Due to the assumptions which must be made in arriving at 
estimates of fair market value, such estimates, by nature, 
are subjective and do not necessarily result in a precise 
determination of asset value. 


(g) Pre-opening costs 


Pre-opening costs for new attractions, food and beverage 
operations are expensed as incurred. 


3. Acquisition of assets 


(a) During the year ended March 31, 1997, CLC acquired an 


interest in five real estate properties from a Government of 
Canada department and a Crown corporation, for an aggre- 
gate purchase price of $55.25 million. 


Consideration for the assets acquired was the issuance of 
promissory notes payable to the Federal Governement in 
the amount of $37.1 million (Note 8), and an amount pay- 
able to a Crown corporation of $18.15 million of which 
approximately $13.5 million was paid off during the year 
ended March 31, 1997. 


The purchase price was established at the properties esti- 
mated fair market values at the dates of the acquisitions and 
is subject to adjustment under certain circumstances. 


(b) Effective August 31, 1995, CLC and CNTL acquired from 


their then parent company, Canadian National Railway 
Company ("CN"), a portfolio of real estate properties and 
the CN Tower and related entertainment and hospitality 
facilities, respectively. 


Through a series of subsequent transactions, also effective 
August 31, 1995, the Minister of Transport contributed to 
the Corporation all the shares of CLC and CNTL. 


A summary of the net assets acquired is as follows: 


GEE CNTL Total 





(in thousands of dollars) 


Assets acquired 
PTODERUCS Aourwsicus etx reyeses Oaie reo nes 255,590 85,798 341,388 


Other assets, including 


CAS Ole bO OGL ae arse eres 54,275 4,099 58,374 
309,865 89,897 399,762 





Debt and other 
obligations assumed .............. 146,046 4,099 150,145 


INetassets acquired neman si dayee asic © 163,819 85,798 249,617 











The Corporation has recorded the $249,617,000 as contrib- 


uted surplus. 
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Effective August 31, 1995, the Corporation established car- 
rying values for the individual real estate assets acquired and 
the related debt and other obligations assumed based on esti- 
mates of fair market value and giving consideration to the 
portfolio of properties as a whole. The Corporation’s interest 
in CNTL including its principal asset, the CN Tower, is re- 
corded at a carrying value equivalent to historic net book 
value, which at the date of acquisition, approximated esti- 


mated fair market value. 


4. Properties 


(a) Income producing properties 


The Corporation’s income producing properties consist of 
the CN Tower, office, industrial and mixed-use buildings. 


1997 


1996 





(in thousands of dollars) 








ThA Gee see ee tes eer ee 38,036 46,800 
Building seer trey Reem ree 143,714 143,509 
181,750 190,309 
Accumulated depreciation........... 11,380 3,641 
170,370 186,668 





(b) Properties under development 


Properties under development consist of industrial office 
projects under construction and residential and industrial 


land currently being serviced. 








1997 1996 
(in thousands of dollars) 
Income producing properties......... 1,495 9,865 
JUETI (eae eee ene abriore rin actcincronee fe 16,112 17,583 
17,607 27,448 








Capital commitments at March 31, 1997 total $4,165,000 


(1996—$5,369,000). 


5. Cash and short-term deposits 


Included in cash and short-term deposits are amounts total- 
ling $2,507,000 (1996—$4,180,000) held in joint ventures, 
which can only be applied to specific liabilities or which will 
only become available to the Corporation in future periods. 


6. Amounts receivable 


Amounts receivable are comprised as follows: 


1997 


1996 





(in thousands of dollars) 





Assignment of rents receivable ........... 35,067 35,000 

Mortgages and secured notes 
TECCIV AD Chan itn og Rese eae ley nus 20,991 263 
rade recelviablGS) art etial route core catenie cs 8,667 5,984 
64,725 41,247 
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(a) The Corporation has a receivable under an assignment 
agreement in respect of rents receivable, which entitles it 
to receive rental income during the period ending 2013. At 
March 31, 1997, the assignment of rents receivable in the 
amount of $35 million reflects the estimated payments to 
be received during the term of the agreement, less imputed 
interest, as follows: 


(in thousands 


of dollars) 
Years ending March 31 

) Ko Sens Annes mnt. 97 6 CO OArIe KEM (Sonar 4,485 
KS aaa ae lah Anan mihi, CPA a omen co hteom rena 4,570 
D000 RPE. Ae a cena rene ear ee ore rena e 4,615 
DOO Sarai We craic ig aoe eee crore ete PIED eeote haters 4,758 
S110) Sh iO eo onknA aoe on On. pete ordut 4,897 
Subsequent years en. cvs e-/ strc arrlshelererstenete sere <order <r 70,750 
94,075 

Less amounts representing 
imputedanterests ae eee ate ee Piatt eos 59,008 
35,067 


(b) Mortgages and secured notes receivable bear interest at 
various rates, and are repayable as follows: 


(in thousands 


of dollars) 

Years ending March 31 
SoS) ie rn a ct AAO. A 8, cri chub ote ERD 14,331 
1999 i heseyeontal os ocr ier etoe rie iesteretnes vetleera: 1,289 
DOO es Reyes exc es Mise eae scene, ogaibegeravenaetietesseieienese 3,058 
IA) O) Wises des ase Wiptt ns Sati ng cance Peon Domest ORS Of 931 
PINIR: <5 PCE eNO ae ots Gans eb co Uae 142 
Snbsequentwy earsme ements erent er eeit 1,240 
20,991 


7. Mortgages payable 


Mortgages payable are secured by two of the Corporation’s 
properties, and have a maturity schedule as follows: 


(in thousands 


of dollars) 

Years ending March 31 
ODS Wy PN Sr RR rretiene eer Ne alatretars clteersreiomteraurtceketnche 145 
1.909 ere Sake Ni, Meee teeta acdc acne pees woe 157 
PANU is sce Mi Cir Ripe hoses Oe eR OKO DERN IG DUC 170 
92010) el Aon RA Ne PP eoiac oR cho Ein a AenmainnG DC 184 
AAS Op Re eo Ona into Gx cRmOo cao van con toc mde C 200 
SUBSE CUEH ny CALS mete iederhetsietets teeter tetera cet siienet tele 36,201 
37,057 


Interest incurred on mortgages payable amounted to 
$4,649,000 (1996—$3,502,000) for the year ended March 31, 
1997, and is payable at a weighted annual average rate of 
10.38% (1996—10.37%). 


8. 


Notes payable to the Federal Government 


The notes payable are non-interest bearing and repayable 
from the proceeds of the sale of the real estate properties in 
respect of which the notes were issued. Based on the antici- 
pated timing of the sale of the real estate properties, principal 
repayments are estimated to be due as follows: 

(in thousands 


of dollars) 
Years ending March 31 

IMCS St A Rd lee nh lo Oo ie in re ouanaes Sia 900 
GOO Seat ee yartcote ant hcreevere apetensuete aie soneteere meet here gerne 19,200 
2000 eed adios Seyi ee ee ee teh skeet 11,800 
DOO Deserts tecvors istctecees co aa Pe aR rete ee Cony enor ast ae 3,100 
PAO ct Ns ELS ca Orc loa aes GA TORO R OO co a 1,100 
2OO3 anh caters. Oeics ae ee ete oat esate ina 1,000 
37,100 


The principal amounts payable are subject to adjustment 
under certain circumstances. The specific terms and conditions 
applicable to the notes payable are currently under discussion 
with the Government. As a result, the fair value of the notes 
payable is not readily determinable at this time. 


. Financial instruments 


(a) Cash and short-term deposits approximate fair value due to 
the short-term nature of these financial instruments. Short- 
term deposits are invested periodically at current market 
rates. 


(b) Assignment of rents receivable approximate fair value 
based on discounted cash flow. Payment is dependent upon 
the cash flow of certain real estate leased to a single party. 


(c) Mortgages and secured notes receivable approximate fair 
value based on discounted cash flow. There are no individu- 
ally significant counterparties. 


(d) Trade receivables approximate fair value due to the short- 
term nature of these financial instruments. There are no 
individually significant counterparties. 


(e) Mortgages payable have a fair value at March 31, 1997 of 
$43,000,000 (1996—$41,000,000). 


(f) Accounts payable and accrued liabilities approximate fair 
value due to their short-term nature or based on discounted 
cash flow, as appropriate. 


. Capital stock 


The Corporation is authorized to issue three shares which 
shall only be transferred to a person approved by the Minister 
of Public Works and Government Services. The three autho- 
rized shares have been issued in consideration of services 
rendered and are held in trust for Her Majesty in right of 
Canada by the Minister of Public Works and Government 
Services. Nominal value has been ascribed to the three issued 
shares of the Corporation. 


During the year ended March 31, 1997, in accordance with 
the Canada Business Corporations Act, the Corporation trans- 
ferred $10.9 million of its contributed surplus to capital stock 
and subsequently reduced its capital stock by this amount by 
payment to the Shareholder. 
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14. 


Income tax 


The Corporation is taxable under Federal and Provincial 
laws. The Corporation’s income tax expense for the year ended 
March 31, 1997 includes large corporations tax in the amount 
of $524,000 (1996—$519,000). 


Other liabilities and commitments 


The Corporation has a commitment under an income guar- 
antee agreement whereby the Corporation is obligated to fund 
up to a maximum of approximately $13 million annually. The 
agreement expires in 2083, subject to earlier termination in 
2009 under certain circumstances. The Corporation’s estimate 
of this obligation, which is based on assumptions regarding 
future events and economic curcumstances, is included in 
accounts payable and accrued liabilities. For the year ended 
March 31, 1997, interest and other financing costs are net of 
income of $2,415,000 related to this obligation (1996—ex- 
pense of $7,255,000). 


Letters of credit totalling $5,829,000 (1996—$7,183,000) 
were outstanding at March 31, 1997. 


The Corporation has entered into commitments under oper- 
ating leases for land and office premises for terms up to 
95 years, with minimum lease payments as follows: 


(in thousands 


of dollars) 

Years ending March 31 
UDO. 8 eee Nerevaors oer lemice cups Meneueieee ye eee ON ducky Nelly 
1 OO eee Pa rene fie cto aetkerayesarorcusteibhaye severe oe nveracale 1,146 
OOO Mestrerctporethexcter Pitre chetenscciswoemnceevele aes, 2 Fane 1137, 
2.() ON PR agay ceestes a exec erReearian) ccusca se oS rssaaetowe aie ison Se 972 
PAV OPE os alate tlie Gack me chee tec ORGAN CORR ere ero 432 
Subsequent: vearsheywecs oie oat cece eres 17,103 
21,917 


Joint ventures 


The following amounts included in the consolidated finan- 
cial statements represent the Corporation’s proportionate share 
in joint ventures: 


1997 1996 





(in thousands of dollars) 


NES ESE onthe hes OOM OOH OCIS SCO Rare 53,322 81,967 
We abilitics aetyacersnec inion erie eerie 3 41,069 65,363 
IRE VEMUES s seaee cian cearrers kate tene term onere terriaiacar yey 49,602 29,334 
IEXDELISES) yocnsieern cai is aie eee nisi oes aialietec sore 47,733 26,879 
NTE GING OME Rey Cet eeeieeorerne sitar cucioies 1,869 2,455 
Cash provided by 

Operatincrachvitles wre och iaieeiets « 21,461 13,008 
Cash applied to 

NENA INGUES Gu cnaountc oonnouude (23,134) (12,575) 


The Corporation is contingently liable for obligations of its 
associaies in such joint ventures. In each case, all of the assets 
of the joint venture are available for the purpose of satisfying 
such obligations. 


Related party transactions 


The Corporation is related in terms of common ownership to 
all Government of Canada departments, agencies and Crown 
corporations. The Corporation enters into transactions with 
these entities in the normal course of business. 
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In addition to those related party transactions disclosed 
elsewhere in these financial statements, the significant trans- 
actions during the period were: 


(a) In 1996, the Corporation carried out a special divestment 
program of certain real estate assets owned by CN, the 
Corporation’s former parent company, and was paid a man- 
agement fee by way of participation in the net sales 
proceeds. 


(b) The Corporation receives audit services without charge 
from the Office of the Auditor General of Canada. 


15. Segmented information 


The Corporation’s major areas of business activities are the 
management, development and sale of real estate, and the 
entertainment and hospitality operations of the CN Tower. 


Additional information on these activities is as follows: 


Entertain- 
ment 
Real and 
estate hospita- Total Total 
activities lity 1997 1996 





(in thousands of dollars) 


Year ended 
March 31, 1997 
with comparative 
figures for the 
seven months ended 
March 31. 1996 


(Note 1) 
NIGMS 65 oeoomemeane 190,822 35,934 226,756 78,750 
Depreciatlonera a. sr: 3,319 5,399 8,718 3,671 
Net income 

before tax ......... 20,827 (607) 20,220 V35i 
Acquisitions and 

expenditures 

on properties....... 102,635 6,460 109,095 Depa ssi 

As at March 31, 1997 

Identifiable 

ASSCISHe eee rte 312,218 91,566 403,784 395,114 


16. Information on non-consolidated subsidiary companies 


Canada Lands Company (Vieux-Port de Québec) Inc. ceased 
operations effective March 31, 1988. However, a decision has 
yet to be taken with respect to the formal dissolution of the 
corporation pending the resolution of certain legal matters. As 
at March 31, 1996, this corporation, in thousands of dollars, 
had assets of $495, liabilities of $292 and equity of Canada of 
$203. 


Old Port of Montréal Inc. promotes the development of the 
lands of the Old Port of Montréal and develops, administers, 
manages and maintains Crown property in that location. This 
corporation has been directed to report as a parent Crown 
corporation. As at March 31, 1996, this corporation, in thou- 
sands of dollars, had assets of $2,122, liabilities of $2,111 and 
equity of Canada $11 with revenue of $10,445 and excess of 
operating expenditures over revenue of $1,800 for the year 
then ended. 


Canada Museums Construction Corporation Inc. was dis- 
solved on March 27, 1997. 


A — 80 


CANADA LANDS COMPANY LIMITED—Continued 


NOTES—Concluded 


17. Proposed lease of CN Tower 


In March 1997, CNTL entered into a letter of intent to lease 
certain of its land holdings, the CN Tower and its business 
under a long-term operating lease. In the year ended March 31, 
1997, due to the proposed lease, CNTL expensed costs of 
approximately $3.2 million incurred primarily in connection 
with the previously proposed base redevelopment plan. 


It is anticipated that closing of the above transactions will 
occur in June 1997. Accordingly, following closing, the pri- 
mary activity of CNTL will be the rental of the CN Tower, its 
business and related lands. 


. Comparative figures 


Certain of the comparative figures have been reclassified to 
conform with the presentation adopted in the current year. 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC. 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 1997 
WERE NOT AVAILABLE AT DATE OF PRINTING 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC. 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL REPORTING 


The accompanying financial statements of the Canada Museums 
Construction Corporation Inc. are the responsibility of management 
and have been approved by members of the Board of Directors of 
the Corporation. The financial statements have been prepared by 
management in accordance with generally accepted accounting 
principles and, where appropriate, include amounts based on man- 
agement’s estimates and judgement. 


Management has developed and maintains books of account, 
records, financial and management controls and information sys- 
tems. The internal controls are designed to provide reasonable 
assurance that relevant and reliable financial information is pro- 
duced, that assets are safeguarded and controlled and that 
transactions are in accordance with Part X of the Financial Admi- 
nistration Act and regulations, the Canada Business Corporations 
Act and the articles and by-laws of the Corporation. 


The Board of Directors is composed of three directors, all of 
whom are not employees of the Corporation. The Board of Directors 
has the responsibility to review and approve the financial state- 
ments, as well as overseeing management’s performance of its 
financial reporting responsibilities. The Board is also responsible 
for meeting with management to discuss the financial reporting 
process as well as auditing, accounting and reporting issues. 


The independent auditor, the Auditor General of Canada, is re- 
sponsible for auditing the transactions and financial statements and 
for issuing his report thereon. 


R. A. Quail 
Chairman and Chief Executive Officer 


R. Plourde 
Treasurer and Comptroller 


AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS AND GOVERNMENT 
SERVICES 


I have audited the balance sheet of Canada Museums Construc- 
tion Corporation Inc. as at March 27, 1997 and the statement of 
changes in financial position for the period then ended. These 
financial statements are the responsibility of the Corporation’s 
management. My responsibility is to express an opinion on these 
financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
March 27, 1997 and the changes in its financial position for the 
period then ended in accordance with generally accepted accounting 
principles. As required by the Financial Administration Act, | report 
that, in my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Canada Busi- 
ness Corporations Act and the articles and by-laws of the 
Corporation. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 20, 1997 


CANADA LANDS COMPANY LIMITED—Continued 


APPENDIX 2—Continued 


CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Continued 


BALANCE SHEET AS AT MARCH 27, 1997 (date of dissolution) 


with comparative figures for the year ended March 31, 1996 
(in thousands of dollars) 
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ASSETS 1997 1996 





MO ASHCAN CG MIVESTIICHUS. oc ecu dtle easveracnscParene ele ares 13 42 
Construction in progress (Schedule) ........... 





13 42 





Contingencies and claims (Note 4). 
The accompanying notes form an integral part of the financial statements. 


Approved by the Board: 


R. A. QUAIL 
Chairman and Chief 
Executive Officer 


LIABILITIES 


Accounts payable and accrued liabilities ....... 
Contractor’s holdbacks payable............... 


EQUITY OF CANADA (DEFICIENCY) 


Deficiency: (Notes) nr.aerenrrie eye ieee cree 











1997 1996 
325 897 
22 

325 919 
(312) (877) 
13 42 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE PERIOD ENDED MARCH 27, 1997 (date of 
dissolution) with comparative figures 

for the year ended March 31, 1996 

(in thousands of dollars) 

















1997 1996 
Operating activities 
Decrease (increase) in construction costs 
during the period (Schedule).............. 565 (1,749) 
Changes in non-cash items 
ACCOUNTS TeCelVial lesen riraetstteriereer sean rar 6 
Accounts payable and accrued liabilities...... (572) (313) 
Contractor’s holdbacks payable ............. (22) (36) 
(29) (2,092) 
Cash and investments 
Atbeginning Of years. ..).. «caress lo 2 42 2,134 
Atendiotveanrrertcn sn iaciscteionte cae me haere 13 42 





The accompanying notes form an integral part of the financial statements. 


NOTES TO FINANCIAL STATEMENTS 
MARCH 27, 1997 (date of dissolution) 


with comparative figures 
for the year ended March 31, 1996 


1. Authority and activities 


The Corporation was incorporated on June 21, 1982 under 
the Canada Business Corporations Act as an agent of Her 
Majesty pursuant to the Government Companies Operations 
Act, and was named as a parent Crown corporation in Part I of 
Schedule III to the Financial Administration Act. Until 
November 26, 1991, two-thirds of the capital stock was held 
by the Canada Lands Company Limited, also a parent Crown 
Corporation, and one-third by the Minister of Public Works 
and Government Services Canada (formerly Department of 
Public Works) who had control of the Corporation. 


On November 26, 1991, Royal Assent was given to Bill C-8 
making Canada Museums Construction Corporation Inc. 
(CMCC) a wholly-owned subsidiary of Canada Lands Com- 
pany Limited. Accordingly, the share previously held by the 
Minister of Public Works and Government Services Canada 
(PWGSC) was transferred to Canada Lands Company Limited 
and the Corporation was deleted from Part I of Schedule III to 
the Financial Administration Act. 


The business of the Corporation has been limited to the 
construction, in the National Capital Region, of buildings for 
the National Gallery of Canada (NGC) and the Canadian Mu- 
seum of Civilization (CMC), including the acquisition, 
control, administration and disposal of land required for the 
construction. 


(a) Status of the Corporation 


In 1997, the Corporation filed Articles of Dissolution under 
the Canada Business Corporations Act. On March 27, 
1997, the Corporation obtained a Certificate of Dissolution 
from the Director of the Canada Business Corporations 
Act. Therefore, the Corporation is effectively dissolved and 
officially ceased all operations as of March 27, 1997. 


(b) Disposal of assets and responsibility for liabilities 


Remaining funds in the CMCC bank account, after the 
dissolution of the Corporation, will be deposited to the 
Consolidated Revenue Fund in accordance with a Treasury 
Board decision. In addition, as a result of this decision, 
PWGSC must assume the responsibility for any additional 
costs related to the settlement of claims, the payment of 
outstanding accounts payable and of any other contingen- 
cies resulting from the construction of the two museums. 
Any other remaining assets will be transferred to PWGSC. 


A —85 
CANADA LANDS COMPANY LIMITED—Continued 


APPENDIX 2—Continued 


CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 27, 1997 (date of dissolution) 

with comparative figures 

for the year ended March 31, 1996—Concluded 


(c) Funding 4. Contingencies and claims 


One claim made against the Corporation in the amount of 
approximately $400,000 remained unsettled as of March 27, 
1997. The claim is proceeding through litigation and an 
adequate amount is included in these statements as a provision 
to settle this claim. However, as indicated in 1|.(b) of these 
notes to the Financial Statements, in accordance with a Trea- 
sury Board decision, PWGSC will assume responsibility for 


Since the incorporation of CMCC, Treasury Board has 
allocated funds for construction of the museums totalling 
$338.21 million as follows: 


NGC CMC Total 


(in millions of dollars) 








Construction. .............- 121.85 161.16 283.01 any disbursement as a result of the settlement of this claim. 
Architects and 
Consultants. geen oe 14.30 26.20 40.50 5. Related party transactions 
136.15 187.36 323.51 (a) The Corporation receives audit, legal and certain adminis- 
Administration expenses. .... 6.95 TS 14.70 tration services without charge from the Office of the 
143.10 195.11 338.21 Auditor General of Canada and the Department of Justice 





of Canada, respectively. 


2. Significant accounting policies (b) PWGSC entered into an agreement with Canada Lands 


Company Limited (Canada Lands) and CMCC on 
January 24, 1997 as a result of which PWGSC will be 
responsible for costs associated with settlement of court 


(a) Basis of accounting 


These financial statements account for the costs incurred 


on an accrual basis of accounting by the Corporation in the 
construction of the museums. They do not account for costs 
incurred by the National Capital Commission (NCC) for 
sites or by the former National Museums of Canada (NMC) 
for accommodation planning and fit-ups. 


(b) Construction in Progress 


Cumulative construction costs, including those for site 
evaluation, design, construction and administration, are 
recorded as construction in progress until such time as 
custody and control of the museums are transferred to 
PWGSC. Custody and control of the NGC building were 
transferred in 1988-89, while custody and control of the 
CMC building were transferred in 1990-91. Cumulative 


actions against CMCC or court actions initiated by CMCC 
against third parties. PWGSC further agreed to deposit in 
the Consolidated Revenue Fund all settlements which may 
be awarded to CMCC as a result of favourable court rul- 
ings. 


6. Administration expenses 


The Corporation incurred the following administration ex- 
penses which have been allocated to the Museum of 
Civilization Project only: 

1997 1996 


(in thousands of dollars) 








construction costs for each museum are disclosed in the Professional and special services.......... 14 152 
Schedule. Government;senvices reer seiner 49 
Ae Others soot etl ete aera vay ered svete: 1 3 

3. Deficiency 
15 204 








1997 1996 
(in thousands of dollars) 








Openingibalancemperer erent eer (877) 872 
Net construction costs 
dunn githe period merrier citys tere 565 (1,749) 





la eh EHS 5 amooanneanadanoodauDo gE (312) (877) 
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APPENDIX 2—Concluded 


CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Concluded 


SCHEDULE OF CONSTRUCTION COSTS 

FOR THE PERIOD ENDED MARCH 27, 1997 (date of dissolution) 
with comparative figures for the year ended March 31, 1996 

(in thousands of dollars) 















































National Gallery of Canada Canadian Museum of Civilization Total 
Balance Balance Balance Balance Balance Balance 
to to to to to to 
March 31, March 27, March 31, March 27, March 31, March 27, 

1996 1997 1997 1996 1997 1997 1996 1997 1997 
Constuctilonicosis era eee ees 114,182 (250) 113,932 147,143 (22) 147,121 261,325 (272) 261,053 
WandScapiigeeiennrseee ieee aes 4,552 4,552 7,224 7,224 11,776 11,776 
Fit-Upiers.c oct oysters te eictoevayet chorscatte 7,046 7,046 29,609 29,609 36,655 36,655 
Architects and consultants ........... 16,291 16,291 32,938 32,938 - 49,229 49,229 
Construction managers .............. 6,252 6,252 1S S157 ISSS7 19,409 19,409 
148,323 (250) 148,073 230,071 (22) 230,049 378,394 (272) 378,122 
Administration (Note 6) ............. 7,360 7,360 13,219 15 13,234 20,579 15 20,594 
155,683 (250) 155,433 243,290 (7) 243,283 398,973 (257) 398,716 

Less: 

Serial yea yPINIMIO. on osnasdandendoe 8,776 8,776 35,677 35,677 44,453 44,453 
heahielyAMAC oa ncosnoosnssoaos 4,000 4,000 3,700 3,700 7,700 7,700 
Ruading by PWGSC. reer, fase 597 597 2,287 308 2,595 2,884 308 3,192 
Interest incOmesara., niacin oer eice 1,419 1,419 3,484 3,484 4,903 4,903 
14,792 14,792 45,148 308 45,456 59,940 308 60,248 





140,891 (250) 140,641 198,142 (315) 197,827 339,033 (565) 338,468 
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FINANCIAL STATEMENTS FOR 
THE YEAR ENDED DECEMBER 31, 1996 


MANAGEMENT’S RESPONSIBILITY FOR 
FINANCIAL REPORTING 


CMHC management is responsible for establishing and maintain- 
ing a system of books, records, internal controls and management 
practices to provide reasonable assurance that: reliable financial 
information is produced; the assets of the Corporation are safe- 
guarded and controlled; the transactions of the Corporation are in 
accordance with the relevant legislation, regulations and by-laws of 
the Corporation; the resources of the Corporation are managed 
efficiently and economically; and the operations of the Corporation 
are carried out effectively. 


Management is also responsible for the integrity and objectivity 
of the financial statements of the Corporation. The accompanying 
financial statements for the year ended December 31, 1996 were 
prepared in accordance with generally accepted accounting princi- 
ples in Canada. The financial information contained elsewhere in 
this report is consistent with that in the financial statements. 


The Board of Directors is responsible for ensuring that manage- 
ment fulfils its responsibilities for financial reporting and internal 
control. The Board exercises its responsibilities through the Audit 
Committee, which includes a majority of members who are not 
officers of the Corporation. The Committee meets from time to time 
with management, internal audit staff, and independent external 
auditors to review the manner in which these groups are performing 
their responsibilities, and to discuss auditing, internal controls, and 
other relevant financial matters. The Audit Committee has reviewed 
the financial statements with the external auditors and has submit- 
ted its report to the Board of Directors which has approved the 
financial statements. 


The financial statements have been audited by the joint external 
auditors, Jacques Champagne, CA, of the firm Mallette Maheu, and 
L. Denis Desautels, FCA, Auditor General of Canada. Their report 
offers an independent opinion on the financial statements to the 
Minister Responsible for Canada Mortgage and Housing Corpo- 
ration. 


Marc Rochon 
President and Chief Executive Officer 


Karen A. Kinsley 
Vice-President, 
Corporate Services and Chief Financial Officer 


AUDITORS’ REPORT 


TO THE MINISTER OF PUBLIC WORKS 
AND GOVERNMENT SERVICES 


We have audited the balance sheets of the Canada Mortgage and 
Housing Corporation for the Corporate Account and Insurance and 
Guarantee Funds as at December 31, 1996, and the related state- 
ments of operations and reserve fund, operations and surplus 
(deficit), and changes in financial position, and the Minister’s Ac- 
count statement of expenses and recoveries for the year then ended. 
These financial statements are the responsibility of the Corpo- 
ration’s management. Our responsibility is to express an opinion 
on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, we report that, in our opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Canada Mort- 
gage and Housing Corporation Act, the National Housing Act and 
the by-laws of the Corporation. 


Jacques Champagne, CA 
Mallette Maheu 
Associated with Arthur Andersen 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
March 5, 1997 
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CORPORATE ACCOUNT 


BALANCE SHEET AS AT DECEMBER 31, 1996 


(in thousands of dollars) 








ASSETS 


Loans and investments (Notes 3, 4 and 23) 
Cash and short-term 


investments (Notes 5 and 23).............. 


Deferred recoveries from the 


Minister’siAccountis) Jats .claser loc hack ent 


Due from the Minister’s 


Account (Note: 7) s. :. cahe ae etae eietaten cistenecre 
Assets under capital lease (Note 8) ........... 


Business premises and equipment (Note 9) 


Accounts receivable (Note 23)..............-. 
Deferred income taxes........0....5..-----:-> 
Otherassetsi(Noteto) sce chr eirriek se: 


Due from Insurance and 


Guarantee FundSiescisns cima = oe sere 











1996 1995 
14,154,626 12,400,774 
227,980 722,083 
252,961 254,711 
278,122 301,605 
27,003 28,892 
34,065 32,236 
87,776 71,923 
20,493 14,810 
14,962 18,518 
3,882 
15,097,988 13,849,434 


LIABILITIES 


Borrowings from the Government of 

@anadal(Notess 1 0land 23) ieee nae geek 
Capital market borrowings 

(NotestOlandi23))re aa at eer eerie ene 
Obligation under capital 

leaser(Note dll Wee east ees ache eateries 
Accounts payable and accrued 

jiabilitiesi@Notes 7/and!\23) pe rere eee ete! seis 
Due to the Receiver General for Canada........ 
Due to Insurance and 

Guarantee Funds... cs. © -ranaarate «oir one 


CAPITAL AND RESERVE FUND 


Capital 
Authorized and fully paid by the Government 
Of Canada Wey aiee mest 5 Menditenoistete ete aignleeent 
Reserve rund (Note 12))mmn. a. ass eels ae 














1996 1995 
7,093,971 7,504,816 
T5IZ 9S 5,965,875 

82,992 33,940 

323,183 301,801 
24,521 7,854 
221229 

15,069,411 13,814,286 
25,000 25,000 
3577 10,148 
15,097,988 13,849,434 








The accompanying notes are an integral part of the financial statements. 
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CORPORATE ACCOUNT 


STATEMENT OF OPERATIONS AND RESERVE FUND 
YEAR ENDED DECEMBER 31, 1996 
(in thousands of dollars) 


CORPORATE ACCOUNT 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1996 
(in thousands of dollars) 
































1996 1995 
Interest earned (Notes 3 and 13)............... 1,128,243 1,022,731 
Mmterestexpense (NOtE 10) esc mctcle sc ete yee 1,103,952 1,002,401 
Margin on financing 

OSA MGs cond soucueomonnasocansonandoas 24,291 20,330 
RE AIRESTAONSAIGS step sri crys rete hetn Oracle 16,961 W775 
Wostot realestate sold gas a oeciecnveeticlaye.s wialers = (2,089) (4,286) 
oldine Gostsi(NOte:4)) peer tegiateisel: ocisias Ooi (20,061) (5,885) 
Gain (loss) 

BMPCALeStAte re ees vec uote nk wales alee (5,189) 1,604 
Wtherincome sc. «sie de slau anes s clelels s tuscls 1,134 1,099 
Income before operating expenses............. 20,236 23,033 
Operating expenses (Note 14) ................ 29,614 35,538 
BO SSIDOLOTE LAX ES ya iarciel ohavorexsnestineic.sdalei cneoniecaeyiae 9,378 12,505 
Hraxesi(INOte MO) ine. ete oo sievanetensirdeceisasssiansuslioysps 2,807 3,923 
INETLOSS eetoae yc lte ls Re loetnteis sca acre atavansys 6,571 8,582 
Reserve fund, beginning 

NG. ag CoO OER Hmnus Sues GQacoU oma G 10,148 18,730 
Reserverd. end Of yeatan. sca sts s ool: S501, 10,148 





The accompanying notes are an integral part of the financial statements. 
































1996 1995 
Operating activities 
INGE LOSS tareaateryer st ee Pie eae rere vausere tasters. 0 (6,571) (8,582) 
Add (deduct) 
ATMOUUZALL OMe nee iene oe 4,705 4,769 
Deferreduncometaxesiee eee serie see (5,683) (2,947) 
(7,549) (6,760) 
Changes in 
Due to/from 
The Receiver General for Canada....... 16,667 (6,672) 
Insurance and Guarantee 
Und Site tien rr nacitete ee eer ake 26,111 (7,952) 
The MinisterssiAccountiess ere eee 23,483 (49,334) 
Accountsirecelvablelran- a ariseisniener eri (15,853) (31,299) 
Accounts payable and accrued 
Niabyilitiioster sey rvsctcyrse eeiceantiecs eee es eaete 21,382 (2,461) 
Accrued interest payable We ee clers oie terelsie ers 7,134 35,346 
Accrued interest receivable’ ........¢--....: (5,333) (8,514) 
Otherassetstar eee eae eco eee 3,556 14,776 
69,598 (62,870) 
Investment activities 
Loans and investments 
INGEN 5 cae scoosodosnobueOoanaCant 397,600 298,742 
MANNGAISIONS senile cee neers serene (2,146,119) (2,214,254) 
Change in deferred recoveries from 
the Ministen:sA CCOUNt a5 17.) s-is alee sterile 1,750 70,823 
Additions to business premises and 
CEM NEN noscdoands dos poonusonanOeE (4,645) (3,051) 
(1,751,414) (1,847,740) 
Financing activities 
Repayments of borrowings 
from the Government of Canada.......... (409,913) (447,372) 
Capital market borrowings................. 1,598,974 2,515,514 
Repayment of obligation under capital 
IEE So RRP co er aoe ere altars Tues ICRA A a rc (1,348) (1,204) 
1,187,713 2,066,938 
Increase (decrease) in 
CRONIES oogonadanonsodososnsepoboour (494,103) 156,328 
Cash and short-term investments 
Bepinningofsyeatearyrieiietaee triers 722,083 Seo) 
ITV OEAT Sothorad su Oa canar oi ae GoD oon 227,980 722,083 





The accompanying notes are an integral part of the financial statements. 


MINISTER’S ACCOUNT 


STATEMENT OF EXPENSES AND RECOVERIES 
YEAR ENDED DECEMBER 31, 1996 
(in thousands of dollars) 











1996 1995 
Expenses 
Market housineitasreerrtrit erase ketirsrt: 57,185 47,924 
Socialbhousingentnc eran bier tteite nt 1,746,725 1,839,089 
FLOUSING SUPPONtr eee peed: aelelererettc rites eet etcl 11,003 8,296 
Fees paid to delivery agents................ 12,071 14,448 
Operating expenses (Note 14)............-- 117,606 92,102 
Expenses recoverable (Note 7) ...........-- 1,944,590 2,001,859 





The accompanying notes are an integral part of the financial statements. 
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INSURANCE AND GUARANTEE FUNDS 


BALANCE SHEET 
AS AT DECEMBER 31, 1996 
(in thousands of dollars) 


























ASSETS 1996 1995 LIABILITIES 1996 1995 
(Note 22) (Note 22) 
Investment in securities Unearned premiums and guarantee fees........ 1,740,915 1,525,888 
@Notes.3; 19! andi23) VP eericer. ceeeeeene te 2,187,385 1,976,982 RrOvislOn Onc aun Smee ere ie ene ania 742,733 721,807 
Real, estatey.. on conte ete ee aon eee 298,719 306,398 Due to Receiver General for Canada........... 13,308 
Mortegages\(Note 23) a... wciscisys cei scieeren eae 14,019 15,791 Accounts payable and 
Accounts receivable and accred | labilitiesi(Note 23) arama 16,887 8,959 
other‘assetsi(Note23)imm oni atiasaiisccieie stirs 847 4,397 DueitoiComorate Account. ac eee eee 3,882 
Deferrediincome i taxesserents-taaater rarer 24,964 14,262 2,500,535 2,273,844 
Due tron Corporate Account... ose 22,229 
SURRE UWS (Note 0) nese eee 47,628 43,986 
2,548,163 2,317,830 2,548,163 2,317,830 








The accompanying notes are an integral part of the financial statements. 















































INSURANCE AND GUARANTEE FUNDS INSURANCE AND GUARANTEE FUNDS 
STATEMENT OF OPERATIONS AND SURPLUS (DEFICIT) STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1996 YEAR ENDED DECEMBER 31, 1996 
(in thousands of dollars) (in thousands of dollars) 
1996 - 1995 1996 1995 
(Note 22) (Note 22) 
Revenue Operating activities 
Earned premiums and guarantee fees......... 358,956 3525909 oe = eae Aes ORNS Ape Soe 447,528 
hte Applicationifeesmeceivedrr ss aeeeaeer rere 41,144 36,324 
Applicatlomfeesi rcs: nee chsvaseteelersseiniccar te ete 41,144 36,324 F f 
: Investtient mcome recelvedee. eer eeniaees 148,496 154,043 
Income from investments (Note 19).......... 154,835 152,924 : 
Other 2.053 3.093 Netclaims aaa ser cen een eiaa eae eee (350,802) (308,283) 
ed OR egy Ok One a Shane : : Operatingiexpenses palGaereteeie iets (112,320) (120,403) 
556,988 544,900 SPaxes paid paneer Ger een rer ata: (36,061) 11,047 
Expenses Other tere reeset ee ee entered (22,633) (12,885) 
OSS‘On/CIALINS eam ee ete enor reerartian eines 386,308 305,280 241,807 207,365 
Operating expenses (Note 14)............... 121,510 120,403 Investment activities 
Adjustment to provision for Investment in SecuUnILeSH ents hiner etiinrs (202,784) (215,317) 
CAL THARP ry ar he cand F8 catad ASTER OeeaecO 20,926 71,998 Assets returned to the 
528.744 497.681 Government of'Canadavas. .o0.ee acer (12,912) 
Income before the undernoted ................ 28,244 47,219 Increase (decrease) in due from 
Adjustment to premium deficiency ............ 55,062 Gormporate ACCOUn tensa ett terete atten 26,111 (7,952) 
Tneame before taxcst ane enn nnn 28,244 102,281 The accompanying notes are an integral part of the financial statements. 
Taxes((Note:S)aceer cere etc aie 11,690 9,497 
INGHINCOMe sess eera arene iar 16,554 92,784 
Surplus (deficit) 
Balance, beginning of year................. 43,986 (48,798) 
Assets returned to the 
Govermenintiomeanadalre im eraitnteteetie (12,912) 
Balancevend/on yearn meeeenie ae 47,628 43,986 








The accompanying notes are an integral part of the financial statements. 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996 


1. Basis of presentation 


Canada Mortgage and Housing Corporation was incorpo- 
rated as a Crown corporation January 1, 1946. The 
Corporation is regulated by the Canada Mortgage and Housing 
Corporation Act. The Corporation’s mandate, as stated in the 
National Housing Act, is "to promote the construction of new 
houses, the repair and modernization of existing houses and 
the improvement of housing and living conditions". The Cor- 
poration is for all purposes an agent of Her Majesty in the right 
of Canada. 


The Corporation has three separate responsibilities under its 
mandate and maintains separate accounting records for each. 
Separate financial statements are presented in order to pre- 
serve the separate identities of the assets, liabilities, capital, 
reserve fund, surpluses or deficits. 


Together, these statements constitute the financial state- 
ments of the Corporation and reflect all of the transactions of 
the Corporation for the year ended December 31, 1996. 


Corporate Account 


Within this responsibility, the Corporation makes loans and 
other investments under various provisions of the National 
Housing Act, develops and sells land holdings, and provides 
services in housing related areas. Funding is provided by 
borrowings from the Government of Canada and capital mar- 
kets. 


Minister’s Account 


The Corporation administers housing programs under provi- 
sions of the National Housing Act with funding provided by 
the Government of Canada through annual Parliamentary ap- 
propriations. The Corporation is reimbursed for subsidies and 
losses relating to these programs in addition to the related 
operating expenses. 


Insurance and Guarantee Funds 


The Corporation administers insurance and guarantee funds 
under provisions of the National Housing Act. The Mortgage 
Insurance Fund provides insurance against borrower default 
on residential mortgages. The Mortgage-Backed Securities 
Guarantee Fund guarantees the principal and interest for inves- 
tors of securities based on insured mortgages. 


In total, the Corporation manages: 





1996 1995 

(in thousands of dollars) 

INCASE Sep O SOCIO Aen CE Toe ORIN 17,623,922 16,163,382 

JOP loyi bul Ciawe cts omortane omer oats sola aes Ae 17,547,717 16,084,248 

Portion payable to Government of 

G@Ganada evens se faces noe na eee ee 7,093,971 7,504,816 
Minister’s Account expenses recoverable 

from parliamentary appropriations....... 1,944,590 2,001,859 

@netatingiexpensesem ae naee ao eee tiene 268,730 248,043 


Operating expenses are allocated to the three separate areas 
of responsibility as disclosed in Note 14. 


2. Significant accounting policies 


These financial statements are prepared in accordance with 
generally accepted accounting principles in Canada. 


(a) Loans 
Corporate Account 


Loans are valued at cost plus accrued interest. As they are 
intended to be held until maturity, their carrying value is 
not adjusted to reflect any temporary decline in fair value. 


Losses on insured loans are recoverable through the Mort- 
gage Insurance Fund and losses on uninsured loans are 
recoverable from the Government of Canada through the 
Minister’s Account. 


Because the Corporate Account is assured full collection of 
principal and interest and will not incur any losses on these 
loans due to uncollectibility, no loss provisions for loan 
impairment are made. 


If loans contain forgiveness clauses, such forgiveness is 
recorded and recovered from the Government of Canada 
through the Minister’s Account when the loans are ad- 
vanced. 


Loans under certain programs give rise to interest rate 
losses unrelated to defaults that are recoverable from the 
Government of Canada through the Minister’s Account. 


Insurance and Guarantee Funds 


Mortgages are valued at cost less a provision for estimated 
loss based on appraised property values. 


(b) Federal-provincial agreements 


Loans and investments in housing projects were made un- 
der various cost-sharing agreements with the provinces and 
territories to encourage the development of rental housing, 
land assembly, co-operative housing, rural and native hous- 
ing, and housing rehabilitation. 


The Corporation’s share of costs plus capitalized interest 
are reflected in these statements. The Corporation’s share 
of subsidies and losses related to these agreements is re- 
covered from the Government of Canada through the 
Minister’s Account. 


Gains on the sale of land assembly projects are recognized 
in the Corporate Account. 


(c) Real estate 
Corporate Account 


Real estate is comprised of: vacant land, direct acquisi- 
tions, property acquired through default of uninsured loans 
and capitalized costs for fee for service projects undertaken 
on behalf of the Government of Canada. 


All real estate is recorded at acquisition cost plus any 
modernization and improvement costs incurred. 


Holding costs, including interest, on vacant land and direct 
acquisitions by the Corporation, excluding Social Housing 
projects, are capitalized up to appraised value after which 
the costs are expensed in the Corporate Account. Gains or 
losses on disposal are recognized in the Corporate Account. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996—Continued 


Holding costs, including interest, on properties acquired as 
the result of default on uninsured loans, and for directly 
acquired Social Housing projects, are capitalized. Gains or 
losses on the disposal of these properties are paid to or 
recovered from the Government of Canada through the 
Minister’s Account. All net operating losses, including am- 
ortization on buildings calculated on a straight-line basis 
over the remaining term of the corresponding debt, are 
recovered from the Government of Canada through the 
Minister’s Account. 


All costs incurred related to the projects administered for 
the Government of Canada on a fee for service basis are 
capitalized and netted against proceeds from disposal, with 
all excess monies returned directly to the Consolidated 
Revenue Fund of the Government of Canada. 


Insurance and Guarantee Funds 


Real estate acquired upon the payment of a claim resulting 
from a loan default is valued at the lower of cost or net 
realizable value. Net realizable value is calculated as the 
current appraised value of the property, as determined by 
the Corporation, less the discounted value of estimated 
holding and disposal costs. Amortization is not recorded on 
the real estate. 


(d) Deferred recoveries from the Government of Canada 
through the Minister’s Account 


Effective April 1, 1991, expenditures to modernize and 
improve certain properties are recovered from the Govern- 
ment of Canada through the Minister’s Account over a 
period not exceeding ten years. 


(e) Amortization 


Assets under Capital Lease, Business Premises and Equip- 
ment are amortized on a diminishing balance basis over the 
estimated useful life of the asset. Leasehold improvements 
are amortized on a straight-line basis. 


(f) Derivative financial instruments 


The Corporation enters into interest rate and cross currency 
swaps to manage the interest rate and foreign currency 
exposures arising from on-balance sheet positions. Gains 
and losses resulting from termination of these contracts are 
deferred and amortized on a straight-line basis to interest 
income or expense over the term of the exposure. 


(g) Short-term investments/investment in securities 


The Corporation has a policy of matching the maturity 
structure of its Corporate Account assets with that of its 
liabilities. In those cases where funds are raised in advance 
of the investment in loans, the Corporation holds Short- 
term investments as hedges of the anticipated investment 
in loans. The term to maturity of the Short-term invest- 
ments matches the term of the borrowing so that the 
Corporation is hedged against movements in the interest 
rates between the date of borrowing and the date that the 
Short-term investments are sold and loans made. For in- 
vestments designated as hedges as part of the Corporation’s 
asset/liability management strategy, gains and losses are 
deferred and amortized on a straight-line basis to interest 
expense over the term of the debit issue that generated the 
monies for investment. Deferred gains and losses are in- 
cluded in Other assets. 


Investments are purchased with the original intention to 
hold them to maturity or until market conditions render 
alternative investments more attractive. Such investments 
are carried at amortized cost plus accrued interest. Invest- 
ments are written down to their fair value when declines in 
value are other than temporary. Premiums and discounts on 
investments are amortized to income over the period to 
maturity of the related investments. Gains and losses real- 
ized on disposal of investments and write downs to reflect 
other than temporary impairment in value are included in 
interest income from the investments in the year in which 
they occur. Gains and losses on disposal are based on the 
average cost of the securities sold. 


(h) Interest earned 


Interest earned arising from Loans and investments, cash 
and Short-term investments and Deferred recoveries from 
the Minister is recognized on an accrual basis up to the date 
that the asset is retired. Certain interest revenue is obtained 
through the Minister’s Account. 


(i) Capital market borrowing costs 


Issuance costs and premiums or Discounts on capital mar- 
ket borrowings are deferred and amortized against Interest 
expense on a Straight-line basis over the term of the debt. 


(j) Pension costs and obligations 


The cost of pension benefits earned by employees is 
charged to income as services are rendered. Adjustments 
arising from pension plan amendments, experience gains 
and losses, and changes in assumptions are amortized over 
the expected average remaining service life of the em- 
ployee group. 


(k) Post-retirement benefits 


Post-retirement benefits are expensed as incurred and are 
included in Operating expenses. 


(1) Provision for claims 


This provision represents the estimated loss on claims in 
process of payment and the estimated loss on loans, where 
defaults have occurred, but for which claims have not yet 
been received by the Corporation. 


(m) Premiums 


Premiums are deferred and are taken into income over the 
life of the related policies based on the risk of default in 
each year. 


(n) Premium deficiency 


Annually, the Corporation compares the amount of its un- 
earned premiums by line of business to the discounted costs 
of claims that have not yet occurred on insurance policies 
in force. Whenever it is determined that the unearned pre- 
miums on a line of business are inadequate to meet the 
expected net costs of future claims, a premium deficiency 
is charged to operations. Subsequently, it is taken into 
income on the same basis as unearned premiums. 
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(o) Guarantee fees 


Guarantee fees are deferred and are taken into income over 
the term of the relative Mortgage-Backed Security issue on 
a Straight-line basis. 


(p) Application fees 
Application fees are recognized as income when received. 
(q) Insurance issuance costs 


Issuance costs are expensed as incurred and are included in 
Operating expenses. 


. Risk management 


The Corporation manages risk through a comprehensive 
program of risk management policies and processes. 


Credit risk 


Credit risk is the exposure to financial loss resulting from the 
possibility that counterparties may default on their obligations 
to the Corporation. The Corporation mitigates credit risk 
through the use of prudent investment policies, active portfolio 
management and diversification. A credit risk management 
function exists at the Corporation, separate from the dealing 
function, where credit limits are established and reviewed on 
an ongoing basis. The Corporation adheres to Department of 
Finance guidelines with respect to credit risk. 


The following tables provide details of the credit ratings 
assigned to the Corporation’s investments based upon interna- 
tionally accepted ratings: 


Short-term investments 























1996 1995 

Book Book 

Credit rating value value 
(in thousands of dollars) 
PATATA eae eget sa ncpe te ouekaiete cheaeile gal oy cesuancieaet 90,505 581,831 
A Aaa eee ue Rae Cer eicee Mek estak eroriears 136,267 115,452 
MOtal Reece ce ee ete aoc abel adetss 226,772 697,283 

Investment in securities 

1996 1995 

Book Book 

Credit rating value value 
(in thousands of dollars) 
INT NING nae, AA elo Pee ORO COP LOIDINT 1,544,291 1,447,031 
I AY Noa a 2 RR or aoe ken ti ECP CERNE One 480,708 366,776 
II ha coinorats OA LOGIC Oo EOS GOTO 17,444 17,460 
INSWAWaseocodeosuas Jbnecgomenoo ge dd 144,942 145,715 





AEs cocen oo HOC OURO OC POT NU ABO TO 2,187,385 1,976,982 








As with balance sheet assets, off-balance sheet derivative 
instruments are subject to credit risk. The credit exposure 
associated with derivatives is normally a small fraction of the 
notional amount of the derivative instrument. Credit exposure 
of derivatives is represented by the positive market value of 
the instrument. 


The following table summarizes the Corporation’s deriva- 
tive portfolio and related credit exposure. The amounts do not 
take into consideration the legal contracts which permit offset- 
ting of positions or any collateral which may be obtained. 


Derivative financial instruments 





1996 1995 
Notional Maximum Notional Maximum 
amount credit risk amount credit risk 





(in thousands of dollars) 


Interest rate 





SWADSic/- noch stare 7,280,806 139,359 5,427,492 92,495 
Cross currency 

SWADSine ce asier asi 410,000 410,000 
otalinare ect se 7,690,806 1395359 5,837,492 92,495 








Master netting agreements reduce the Corporation’s credit 
risk exposure by allowing the offsetting of amounts due 
to/from each counterparty. As at December 31, 1996, the po- 
tential impact of master netting agreements reduced credit risk 
to $121 million (1995—$86 million). 


The following table provides details of the credit ratings 
assigned to the Corporation’s counterparties for derivative 
instruments based upon internationally accepted ratings: 


Derivative financial instruments 





1996 1995 
Notional Notional 
n rty credit ratin amount amount 





(in thousands of dollars) 





LOY ee On ene 1,160,618 246,587 
OAS Se Te eee ety eet 2,719,608 2,292,851 
INA lane ne oe ces ome ee 2,676,894 3,298,054 
Sicha cate neon aa acne 1,133,686 

17 ESR NA Rey ly ls et i 7,690,806 5,837,492 








At December 31, 1996, a total of $15 million Government 
of Canada bonds, market value $16 million, had been lodged 
with the Corporation as collateral for those derivative financial 
instruments of the counterparty with the A high credit rating 
covering the marked-to-market exposure. 
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Market risk 


Market risk is the risk of loss in market value or future cash 
flows due to adverse changes in financial markets. Market risk 
can be divided into interest rate risk and foreign exchange risk. 


Interest rate risk 


In 1991 the Government of Canada discontinued the Corpo- 
ration’s right to prepayment without penalty on its borrowings 
from the Consolidated Revenue Fund. Of these borrowings, 
$3 billion funded loans made by the Corporation prior to 1986 
under various sections of the National Housing Act which have 
prepayment without penalty privileges. 


The Corporation assumed the interest rate risk from the Gov- 
ernment of Canada as a result of this arrangement. Interest rate 
risk is the risk that net interest income will decrease because 
of an adverse movement in interest rates. 


Interest rate risk is measured by the extent to which changes 
in market interest rates impact on margins and net interest 
income. The Corporation measures this risk through the use of 
a number of analytical methodologies including gap reporting, 
duration analysis and simulation modelling. 


During 1993 and 1994 some borrowers renegotiated loans at 
lower rates of interest. No further renegotiations have occurred 
and only minimal prepayments of loans have taken place since 
then. 


The following table indicates the annual reductions on margin 
occurring as a result of these renegotiations. 


Reductions to interest earnings 


(in thousands 


of dollars) 
POO Shae ee Rearide eee, ae eee ne ee ee ee eee 28,800 
NODC eae ne ee ge Ciera Aen 28,900 
OO Rota tse eee eh ON RE ne 29,000 
OOS REPT Peete c sy oth anaes eaters ae IRR atthe tsa 22,300 
ee er setae, REMORSE TVR SRS RATS Rater fate ots Riese ah ee 3,600 
200 Oiearara pd atte c.clate aie cio merchant aha Meee era 900 


Because of the reductions to interest earnings, a consequen- 
tial pre-tax loss of $9 million was recorded (1995—$13 million 
loss). 


This transfer also exposes the Corporation to potential 
losses in future years which could be material and significant 
in relation to the Corporate Account Capital and Reserve Fund. 


The renegotiated loans have resulted in a cumulative reduc- 
tion in interest earnings of $90 million to December 31, 1996 
and will result in a further reduction in interest earnings of 
$56 million between January 1, 1997 and the next repricing 
date. 


Management estimates that the potential additional reduc- 
tion on margin on loans not yet renegotiated, depending on 
prevailing interest rates, will be approximately $23 million per 
annum during each of the next five years. 


The renegotiated loans together with the others which may 
yet be renegotiated could result in an accumulated reduction 
of interest earnings of approximately $261 million for the 
period to the next repricing date. 


The fact that some of the loans renegotiated in 1993 are 
eligible for repricing in 1998 and the uncertainty in forecasting 
future interest rates precludes reasonable estimation of im- 
pacts beyond those quoted above. 


The Corporation continues to discuss this interest rate risk 
issue with the Government of Canada. 


Foreign exchange risk 


Foreign exchange risk is the risk that net interest income will 
fluctuate due to changes in exchange rates. It is Corporation 
policy to match the currencies of assets and liabilities to avoid 
any and all foreign exchange exposure. 


Liquidity risk 


Liquidity risk is the risk of loss due to the inability to unwind 
financial transactions at or near current market value or the 
risk that a firm does not have sufficient cash flows to meet 
obligations from financial transactions. The Corporation prac- 
tices sound and prudent liquidity management, ensuring funds 
are available at all times to honour cash requirements and 
contingencies. 


Operational risk 


Operational risk is the risk that a loss will be incurred as a 
result of deficiencies in information systems or internal con- 
trols. Operational risk is managed by: a system of internal 
controls that requires segregation of duties, recording of trans- 
action details and notification, where appropriate, of parties to 
transactions for verification purposes, training programs, 
backup systems and a recovery plan regarding systems failure 
or catastrophic events, pre-testing and parallel implementation 
of new systems and internal audit reviews. 


Legal risk 


Legal risk is the risk of loss arising if the Corporation is unable 
to enforce a financial obligation of a borrower or counterparty. 
The Corporation’s legal department in conjunction with exter- 
nal legal agents plays a key role in all Treasury negotiations, 
reviewing and approving documentation as required. 
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4. Loans and investments 5. Cash and short-term investments 


1996 1995 


(in thousands of dollars) 





IBO AN Swann vich-cayevarect eevee acter sister eerie cae exe 6,642,143 5,832,205 
Federal-Provincial Agreements 
Der eS Ge 8 Eaton ae Ee Oee seo 5,665,602 4,694,032 
Investments in housing 
PITOJECIS erecta ciarsterces ars eeie asa eset colee 1,672,085 1,712,134 
land assembly Projects a-vasteienels s/t - 7. 47,583 36,327 





7,385,270 6,442,493 





Real estate 
Weterileritch sot 5 hk ons ee Sem esince 51,163 55,036 
DineCh acquisitions waters. ele «cri 29,882 23,815 
Acquired through 
default on uninsured 





IOANS Sey Ryser phe ers oie alae 33,471 26,062 
Capitalized costs of 
projects administered for the 
Government of Canada... ...- + eos e 12,697 21,163 
127,213 126,076 





Total loans and investments .............. 14,154,626 12,400,774 








Any default or disposal losses incurred relating to 53% of 
the Loans and investments portfolio are recoverable through 
the Minister’s Account. A further 46% of the portfolio is 
insured by the Mortgage Insurance Fund. 


The amount of interest capitalized on real estate in 1996 was 
$3 million (1995—$2 million). Holding costs of $20 million 
(1995—$6 million) on land acquired directly by the Corpo- 
ration have been expensed in the Corporate Account. 


Of the total Loans and Investments portfolio, 88% (1995— 
86%) relates to Social Housing programs which are supported 
with subsidies from the Government of Canada through the 
Ministers Account. 


The following table provides the maturity structure of the 
Loans: 
(in thousands 


of dollars) 
Clo Meee ee a is SOC OED EOE Ce RRCRORI Orc tet m Eonar 370,600 
TESTS he a cites ARITA ROG CMT RBIS NS ORE Care RO EERE 427,800 
[ODT rca ee Greta Bites b Ob ae Oats npcisn SOTA Tae Ge on Geter ae 421,500 
ANOD) altars eo CNS ORO DD Diib o ONG Baka ot GER OR Rn ene a 405,200 
XO, S Ses ee a an ORaTO Gnd OG On Apo oe moor ener 405,500 
SIETEALSTH Pac teysetevas ok eet hoes bata ote Siac chad sus exoys otavaeyaieys 10,277,145 
BU GNA Peete Pa ce PRY ear STOP etree ek Sucte fessor eve Sort Taoe McTare tevels 12,307,745 


The fair value of Loans is included in Note 23. 


1996 1995 


Book Market Book Market 
value value value value 








(in thousands of dollars) 





Gashinesny enemas ceve 1,208 1,208 24,800 24,800 
Securities issued or 

guaranteed 

by Canada....... 226,772 226,756 697,283 702,492 
Motaliercesstasccersrerr 227,980 227,964 722,083 727,292 








The Short-term investments have maturities which range up 
to five years. 


Net gains of $8 million (1995—nil) on sale of Short-term 
investments used as hedges have been deferred and are in- 
cluded in Other assets. 


Cash and Short-term investments produced a yield of 6% 
(1995—6.5%). 


The fair value of Cash and Short-term investments is in- 
cluded in Note 23. 


. Off-balance sheet derivative financial instruments 


Derivative financial instruments are financial contracts, the 
value of which is derived from underlying assets, or interest 
or exchange rates. Asset/liability management derivatives are 
entered into by the Corporation within guidelines set by the 
Department of Finance, to manage the interest rate and foreign 
currency exposures arising from on-balance sheet positions in 
order to ensure a consistent stream of earnings. 


The following table provides the amortized notional 
amounts of derivative instruments outstanding by type and 
maturity. The notional amounts of these contracts represent the 
derivatives volume outstanding and do not represent the poten- 
tial gain or loss associated with the market risk or the credit 
risk of such instruments. 





1996 1995 

Total Total 
Within 1 to 5 notional notional 
1 year years amount amount 





(in thousands of dollars) 


Interest rate 





SWaDSeryanerasire 7,280,806 7,280,806 5,427,492 
Cross currency 

SWapSe cee cae ee 410,000 410,000 410,000 
Totally: tiess Sees ae 7,690,806 7,690,806 5,837,492 








The fair value of Derivative financial instruments is in- 
cluded in Note 23. 
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7. Due from the Minister 10. Borrowings 


1996 1995 The Corporation borrows from the Government of Canada 
(Consolidated Revenue Fund) and from capital markets under 
provisions of the Canada Mortgage and Housing Corporation 
Act and the National Housing Act to finance loans and invest- 


(in thousands of dollars) 








SERN tia tru ie airs ce ' ae , parle: ments. The Corporation has authority to borrow a maximum of 

unt expenses aqqie 

nS tas sub eet ae ey eae: 15 billion from sources other than the government. 

Recovered from the Minister ............. (1,968,073) (1,952,525) g 

Receivable; endiofiyearteris. creer ee 278,122 301,605 1996 1995 
Accounts payable and accrued liabilities in the Corporate oe Teri 


Account include $229 million (1995—$217 million) which are 
also included in the receivable, Due from the Minister’s Ac- 
count. When paid, recovery will be made from the Government 


(in thousands of dollars) 




















0 
of Canada through the Minister’s Account. See ia 7,093,971 oe i: 7,504,816 
8. Assets under capital lease Capital 
market 
1996 1995 Commercial average average 
Paper. 1,227,878 3.08% 87 days 987,017 
Accu- Medium- 
AMIOI: mulated term 5.34% up to 
Lee amor- Net Net borrowings .. 6,345,037 — to. 8.92% 2002 4,978,858 
tion tiza- book book 
cate Mlends a he eee ae Totalee sare mate 14,666,886 13,470,691 
% (in thousands of dollars) 
There were no Commercial Paper Borrowings in US dollars 
Biidin oan 4 29,810 6,476 23,334 24,305 at year end (1995—$25 million carried at $34 million Cana- 
Leasehold dian). Medium-term borrowings include US $300 million 
improvement ....... 10 9,173 5,504 3,669 4,587 carried at $410 million which matures on December |, 2000 
Total 38,983 11,980 27,003 28,892 (1995—US $300 million carried at $410 million). All foreign 


exchange exposure risk is fully hedged for the interest and 
principal repayments. 








Amortization in 1996 was $2 million (1995—$2 million). : ; : 
The following table provides the maturity structure of Cor- 























9. Business premises and equipment porate borrowings: 
Government 
1996 1995 of Canada Capital market Total 
Accu- Commercial Medium-term 
Amor- mulated paper borrowings 
tiza- amor- Net Net (in thousands of dollars) 
tion tiza- book book 
rate Cost tion value value ODT emer tac 267,316 1,227,878 70,037 1,565,231 
: [OO SR Per tvere. cra ous 200,984 1,000,000 1,200,984 
% th ds of doll 3 oe cae ge 
i up iioussns plea oe al A i Oe 194,513 1,500,000 1,694,513 
OOO Sitecrmastertncraee 187,114 1,910,000 2,097,114 
Land srcc aise temeeen ron 166 166 166 3 E ee peek 
Le PAU irsisan.d as dcroanre 192,867 1,265,000 1,457,867 
Lene antler 4 7,94 ies ! ae pase: 
pudgy EEL Dold cal ae aan ity Thereafter......... 6,051,177 600,000 6,651,177 
Leasehold 
improvements ...... 20 2,044 1,153 891 672 TOtal Ronee aenies 7,093,971 1,227,878 6,345,037 14,666,886 
Equip- 8, 20 
MEN ta wanes ian or30 36,102 29,515 6,587 6,780 


The interest paid to the Government of Canada in 1996 was 
otal. ac ce eee 76,255 42,190 34,065 32,236 $640 million (1995—$680 million). 








pee pee am The fair value of Borrowings is included in Note 23. 
Amortization in 1996 was $3 million (1995—$3 million). 
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13: 


Obligation under capital lease 


The Corporation financed additions and improvements to the 
National Office building in 1990 with a long-term lease that is 
accounted for as a capital lease. The Corporation assumes 
ownership of the building for a cost of one dollar at the 
termination of the lease in 2015. 


The annual lease payments are $5 million for the first 
10 years and $4 million for the remaining 15 years. 


The minimum lease payments are: 
(in thousands 


of dollars) 
OS Tatas OO mepemreretenaer ee tateiesAriererr Taicuste chet ueucnertarese eres 23,925 
AWTS sal conmnccddes bees obOoe pauubranacdro ge 49,965 
Total future minimum lease payments............-..00+-5 73,890 
Ibessuinterestat lds iuyorand UIS7/oneie melcle cele cle tus elsusras 41,298 
Present value of minimum lease payments ..:............. 32,592 


Interest expense in 1996 was $4 million (1995—$4 million). 


. Reserve Fund 


The Reserve Fund is limited by Order-in-Council to $25 mil- 
lion. 


Related party transactions 


The Corporation is related in terms of common ownership to 
all Government of Canada created departments, agencies and 
Crown corporations. The Corporation enters into transactions 
with certain of these entities in the normal course of business. 
All material related party transactions are either disclosed 
below or in relevant notes. 


Losses on loans and real estate, interest earnings, and the 
amortization of modernization and improvement expenditures, 
relating to certain Corporate Account Assets, are recovered 
from the Government of Canada through the Minister’s Ac- 
count. The total of such recoveries, which are not considered 
subsidies to others, amounted to $150 million (1995— 
$239 million) of which $44 million (1995—$51 million) is 
included in Interest earned in the Corporate Account. 


In accordance with fee for service agreements between the 
Corporation and Treasury Board, the Corporation is develop- 
ing parcels of surplus government lands for residential housing 
projects. Development costs are capitalized and deducted from 
sales proceeds, the net of which is returned to the Government 
of Canada, nil in 1996 (1995—$1 million). Fees capitalized in 
1996 amounted to $2 million (1995—nil). 


. Operating expenses 


The operating expenses of the Corporation are allocated on 
the basis of staff utilization as follows: 








1996 1995 
(in thousands of dollars) 
% % 

Corporate Account....... 29,614 11.0 35,538 14.3 
Minister’s Account ...... 117,606 43.8 92,102 Biz 
Insurance and Guarantee 

RUNS Pea acer 121,510 45.2 120,403 48.6 
HOtalwretee ice setae axel 268,730 100.0 248,043 100.0 








Included in Operating expenses are estimated restructuring 
costs of $56 million for 1996 (1995—$16 million) incurred in 
response to new Social Housing administrative arrangements 
with provincial and territorial governments and the need to 
achieve administrative efficiencies through a new underwrit- 
ting system. 


1S axes 


Taxes include income tax and Large Corporations Tax 
CULE), 


The tax rate on income is 38%. The Large Corporations Tax 
levied on certain capital amounts was increased from a rate of 
0.2% to 0.225% effective February 28, 1995. 











Taxes are: 
1996 1995 
Income Income 

tax LET Total tax LCT Total 

(in thousands of dollars) 
Corporate Account ...... (3,228) 421 (2,807) (4,358) 435 (3,923) 

Insurance and 

Guarantee Funds...... 10,649 1,041 11,690 8,427 1,070 9,497 
TGtalinceyactievei tree Arete whe 7,421 1,462 8,883 4,069 1,505 5,574 








16. Commitments 
(a) Loans and investments 


Commitments outstanding for Loans and investments 
amounted to $126 million at December 31, 1996 (1995— 
$163 million). 


(b) Operating leases 


Minimum rental payments scheduled over the next five 
years on business premises and equipment under long-term 
non-cancellable leases are: 








1997 1998 1999 2000 2001 
(in thousands of dollars) 
Business premises. . 8,728 6,382 5,245 3,148 711 
EB quipmientey tetra 14,180 3,632 669 155 
Motalir serteaekerer x 22,908 10,014 5,914 3,303 mae 








Total Operating lease commitments at the end of 1996 were 
$43 million (1995—$62 million). 
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(c) Future contractual obligations 


Total financial obligations under contracts for the Minis- 
ter’s Account, Social Housing programs, extend for periods 
up to 40 years. Uncertainty in forecasting the economic 
factors used to calculate the financial obligations precludes 
reasonable estimation beyond five years. 


Estimated obligations for the next five years are: 
(in millions 


of dollars) 
1 Bers tees anid asticitia So bs BeOct Be Cs Beane 1,785 
DOO Sic. Moye deat here mitten cttrhe Surisua the eoctate are eae ey 1,761 
OOD arte che thee eM itn ee tee aes Seowhe Rte mats 1,785 
ZOOOMES SAS mote tyes iat Mette a dette charm eecicee 1,782 
PXVOS Ean cae Pes Sa trae hoe chee pict cutee CTO 1,783 


Contingent liabilities 


There were legal claims against the Corporate Account of 
less than $1 million (1995—nil). 


There were other legal claims of $3 million at the end of 
1996 (1995—$3 million), which if successfully held against 
the Corporation, could result in charges to the Government of 
Canada through the Minister’s Account. 


Legal claims of $83 million (1995—$82 million) are pend- 
ing against the Mortgage Insurance Fund. 


Due to the uncertainty of the outcome of these events, no 
provision for loss has been made. 


. Pension plan 


The Corporation maintains an indexed, defined benefit pen- 
sion plan. Retirement benefits are based on the average salary 
in any best five-year period and the number of years of service. 
The accrued pension benefits are determined using the pro- 
jected benefits method prorated on service. 


The Corporation’s funding policy is to contribute the amount 
required to provide for current benefits attributed to service 
and to pay the unfunded pension plan liabilities over periods 
permitted by regulatory authorities. 


Based on an actuarial valuation at January |, 1996, and using 
management’s best estimates, the status of the plan is: 


1996 1995 


(in thousands of dollars) 














Net assets available for benefits .......... 732,783 653,773 
Actuarial value of accrued pension 
benefits 29% ss Bact Roe Mek ahe 631,480 589,676 
Excess of net assets over actuarial 
value of accrued pension 
Dene hts ahs io citer eeere secrcucateaenorereesrers 101,303 64,097 
Annual pension cost 
Current service 
COSIS Fac. acres ate cae tet owsios tee sterner 12,803 10,436 
Restructuring 
COStS bw curation Dn ners arate cee tae 19,593 8,041 
Amortization of experience 
alts andlOSSESs neers rise e/ie eens (6,433) (692) 
Government pension plans............. 2,291 2,386 
hole een aaa nitods the mew es Meds Sito dee 28,254 20,171 


Although the Pension Fund financial position is determined 
by an independent actuary, changes in future conditions in the 
near term could require a material change in the recognized 
amounts. 
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19. Investment in securities 


1996 1995 


Within 1 to3 3 to5 Over 5 Book Market Book Market 
| year years years years value value value value 








(in millions of dollars) 


Mortgage Insurance Fund 
Securities issued or guaranteed by 




















(Canadamertaumec ics cae steel siserres 143 127 256 987 iL isl) 1,643 1,415 1,483 

PTOVINCES ios ee syle sreis racer aie etl 119 243 362 391 273 286 
(QUIN, 5 cenino Se BOUT oer clic. o ROE 133 22 34 76 265 280 230 241 
TRelielbactit acorn ice iio TCc irene 276 268 290 1,306 2,140 2,314 1,918 2,010 

Other funds 

Securities issued or guaranteed by 

Ganadaln dean rinicere eterna repentant 7 15 22 25 38 40 

PEOVITICES cs ei state ereze cee et ceaat  sta-oae 13 13 14 20 21 
(ONS crete es ek riieirersts ote 5 i 12 12 1 l 
PO talismeeanrs ataiare woh Meee ee ameter ees 5 i 7 28 47 51 59 62 
Ero tal geypsra tye calorentsitiadh aa Saleinate as 281 275 297 1,334 2,187 2,365 1,977 2,072 














Sales to acquire more attractive alternative investments dur- 
ing 1996 resulted in a gain of less than $1 million (1995—gain 
of $13 million). These totals are included in Income from 
Investments in the current year. 


Investment in Securities yielded 7.5% (1995—8.4%). 


The fair value of Investment in Securities is included in 
Note 23. 


20. Actuarial valuation of the Mortgage Insurance Fund 


An actuarial study of the Fund as at September 30, 1996 
disclosed that the Fund had a surplus of $2 million (Septem- 
ber 30, 1995—$24 million deficit). 


Although the Mortgage Insurance Fund financial position is 
determined annually by an independent actuary, changes in 
future conditions in the near term could require a material 
change in the recognized amounts. It is not possible to deter- 
mine the magnitude of any such changes as they relate to 
general economic conditions within Canada. 


21. Insurance and guarantees in force 
(a) Mortgage Insurance Fund 


Under Section 21 of the National Housing Act, the aggre- 
gate outstanding amount of all loans for which the 
insurance policies are issued may not exceed $150 billion. 
As at December 31, 1996, insurance policies in force to- 
talled approximately $131 billion (1995—$118 billion). 


(b) Mortgage-backed Securities Guarantee Fund 


At December 31, 1996, guarantees in force totalled ap- 
proximately $14 billion (1995—$17 billion). 
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22. Insurance and Guarantee Funds 


BALANCE SHEET 
(in thousands of dollars) 















































Mortgage Mortgage-backed Rental 
Insurance Securities Guarantee 
Fund Guarantee Fund Fund 
1996 1995 1996 1995 1996 1995 
ASSETS 
Investmentinsecurities\. ..meiranns te cee cate eae eer ere 2,140,442 1,917,877 46,943 46,564 12,541 
Real estates stmarssttroces oe COCO Cae RARE Ceo ME CRM rer ore auortte 298,719 306,398 
Mortgages te cre no he oro Re RR MER ne Re Rem ere tener 14,019 15,791 
Accounts receivable and 
Codi mee IC Oly 6 Sree a OOS GIGS On IG AES O CREDO Ded oho mrOcntO 847 4,397 
Deferred income taxesz2ic.:c amen citer Cierra eee ores mia si 24,821 14,035 143 227 
Due from (to) Corporate 
UN COOUTE aati lel cia eterno ITS, Seah cvs occ receunte ern 24,172 (1,943) 
2,503,020 2,258,498 45,143 46,791 12,541 
LIABILITIES 
Wnearned| premiums and ouarantee fecsuanmyae tee eee eee 157255302 1,505,839 15,613 20,049 
Provision foriclaimsaasscc ae cm reel ce eee cet at ereveciation ene 742,733 721,807 
Due to (from) the Receiver 
Generalifor'Ganadarnncerrnen een aeieierreanira eclaac 13,446 (125) (13) 
Accountsipayable and-accredwiabilitiess. ae. eel eee 16,887 8,863 96 
Due to (from) Corporate é 
ACCOUNT AE a vtatect facts Crome AO eccernegtemnor ne boar auaeavemesta oten 436 3,734 (288) 
2,484,922 2,250,391 15,613 23,658 (205) 
SURP TUS eo wssrea ate cree rare trict reteset re tinee petem eneace aelea: 18,098 8,107 29,530 23,133 12,746 
2,503,020 2,258,498 45,143 46,791 12,541 





The Rental Guarantee program no longer exists. 


during 1986. 





Residual cash assets of $13 million were returned to the Consolidated Revenue Fund 
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22. Insurance and Guarantee Funds—Continued 


STATEMENT OF OPERATIONS AND SURPLUS (DEFICIT) 
(in thousands of dollars) 
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Mortgage Mortgage-backed Rental 
Insurance Securities Guarantee 
Fund Guarantee Fund Fund 
1996 1995 1996 1995 1996 1995 

Revenues 

Bamed premiums and guarantee teesee.eaetiedeicmiere acids eens 350,957 344,092 7,999 8,467 

VAD PIICAtION TOES erapeneteret-texe eles o cacle lene terete ohehenein aie fe ouaierauareesye Siar 40,633 35,895 S11 429 

MICOMe HROMINVEStMentSics ace en cere oct cei eeiniee ociemete ioe: 151,094 149,217 3,367 3,344 374 363 

(OUST TERE RRR RECIENTE REPS 2,023 2,563 30 530 

544,707 531,767 11,877 12,240 404 893 

Expenses 

BO SSHOMNC ALIN See reca Reivers cot reren- drs: saetsac) of sibieie. avers lor be..cne feseve egeyonsasrs 386,345 304,578 (37) 263 439 

MperatiNnGiExpenses ices eisiteveie disks <:cccsisi es sileyaie:ensusnsifersuciasuersielsieveress 119,888 118,699 1,486 1,530 136 174 

Adjustment to provision for 

ETT Sab Seo Wi Btaac ene role tid cial rece Ia ins Ieee 20,926 71,998 
527,159 495,275 1,449 1,793 136 613 

Income before thendemoted an qetce. nee cacle neales eae. srs doelyemon 17,548 36,492 10,428 10,447 268 280 
Nal ENEMGy Nha CAIUS oaocacoocnsonomsocnadnosnanoohr 55,062 
IMCOINE DELOTE LAK CS oe everest ate eey er ere co ete) aie toe aroet an clierereceustetener de sie) wr croeevs 17,548 91,554 10,428 10,447 268 280 
TESTES, cs 8 SQW O:S1 eB UG ia CE OC ERI OD ELD CORIO OO TEAL et oe Ted 5,479 4,031 3,897 102 121 
INSHINGO TI Sa doc Ac oa tae Je onc o OOM am colo accom Reraers ane mob oorera 9,991 86,075 6,397 6,550 166 159 
Surplus (deficit) 

Balance beginning Or yeatmim sae ale ren oy isieveriers ori cieveleeieysi= sie) 8,107 (77,968) 2B a35 16,583 12,746 12,587 

Assets returned to the Government of Canada..................05- (12,912) 

Balances SNdOL year anise oe iernarec.cusevers amie ceases « aeusisiwie 5 ool wirle 18,098 8,107 29,530 2B e133 12,746 
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22. Insurance and Guarantee Funds—Concluded 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
(in thousands of dollars) 






































Mortgage Mortgage-backed Rental 
Insurance Securities Guarantee 
Fund Guarantee Fund Fund 
1996 1995 1996 1995 1996 1995 
Operating activities 
Premiumsiand guarantee fees recelyed sane sense ie itsier eiapey once 570,421 444,448 3,562 3,074 
Applicationtfeestreceived! = ac cespuster starch tatnteastefetens tate tial stata aera eae 40,633 35,895 511 429 
Investmentcincome received! sarin mraels ieee clei ers aie rene 145,426 150,660 2,648 3,052 422 331 
INGtClaimSiys saan. cs. ncaae thar acre en ley Sevetens TREC ET as (350,802) (316,983) 8,700 
Operating expenses paid. ann. ace oie romsnarse ie ei tare cl le (110,698) (118,699) (1,486) (1,530) (136) (174) 
SHAKES peal Da itecscesteshacee say en evexeh oe kelsey We hen ete ebac ect even teeeraeces (32,151) 14,943 (3,821) (3,920) (89) 24 
UO Tilt) ea ori ober nie Fait MOR a rom i rete Pint sy here on rere nrin ee er ernie (22,604) (13,060) 37 (263) (66) 438 
240,225 197,204 1,451 842 131 9,319 
Investment activities 
EnVEstMentsin/SCCUriteS yror ten conse cpereeeer ci eer terci least make (215,617) (201,895) 340 (4,039) 12,493 (9,383) 
Assets returned to the Government of Canada...................5- (12,912) 
Increase (decrease) in Due 
from Corporate/ACcountice acteneia hci eee sre ee ee 24,608 (4,691) 1,791 (3,197) (288) (64) 
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23. Fair value of financial instruments 


The amounts set out below represents the fair values of on- 
and off-balance sheet financial instruments of the Corpo- 
ration using the valuation method s and assumptions as 
referred to below. Fair value amounts are designed to repre- 
sent estimates of the amounts at which instruments could be 
exchanged in a current transaction between willing parties. 


Fair value of financial instruments 
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Corporate Account 
Assets 


Liabilities 
Borrowings from the Government of Canada...............--- 
G@apitali market bOrrG wings ec a let ietelr= teeter lcroleeierere esse 
Accounts payable and accrued liabilities...................-55 


Off-balance sheet 
Derivative financial instruments 
Inva ne tmecelvablespOSiItiOM meres ctetetert sala cree late eleler ell stilt 
Ina net payable position... -- 20. .0ce cere eee cine 


Insurance and Guarantee Funds 
Assets 
ANVestinentillSeCuxiihes eer aetom teria iaiteeieter esti ome tact Raveena 
IMT EES) - 6 oc hone Bao onny onocdUs neue anno NON DbadoD CID o 
Accounts receivable and other assets...............2+2eeeee- 


Liabilities 
Accounts payable and accrued liabilities..........-.....+.++5: 








1996 1995 
; Fair value Fair value 
Book Fair over (under) Book Fair over (under) 
value value Book value value value Book value 
(in thousands of dollars) 
12,307,745 13,944,413 1,636,668 10,526,237 11,973,409 1,447,172 
227,980 227,964 (16) 722,083 727,292 $5,209 
87,776 87,776 71,923 71,923 
7,093,971 7,014,648 (79,323) 7,504,816 6,871,114 (633,702) 
LSOONS 7,892,387 319,472 5,965,875 6,085,146 119,271 
323,183 323,183 301,801 301,801 
139,359 92,495 
114,386 46,019 
2,187,385 2,364,895 177,510 1,976,982 2,071,800 94,818 
14,019 14,019 15,791 15,791 
847 847 4,397 4,397 
16,887 16,887 8,959 8,959 





Fair values are based on a range of valuation methods and 


assumptions. 


The estimated fair value of the following assets and liabili- 
ties is equal to book value as the items are short-term in 


nature: 
Corporate Account 
e Cash 
e Accounts receivable 
e Capital market borrowings (Short-term) 
e Accounts payable and accrued liabilities 
Insurance and Guarantee Funds 
e Accounts receivable and other assets 


e Accounts payable and accrued liablities 


Fair value of the following assets and liabilities is deter- 
mined from quoted market prices: 


Corporate Account 


e Short-term investments 


e Capital market borrowings (Medium-term) 


Insurance and Guarantee Funds 


e Investments in securities 


e Mortgages 


Fair value of the following assets ans liabilities is estimated 
using discounted cash flow analysis: 


Corporate Account 


e Loans 


e Borrowings from the Governement of Canada 


e Off-balance sheet derivative financial instruments 
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CANADA PORTS CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID ANDERSON, P.C., M.P., 
MINISTER OF TRANSPORT 


We have audited the balance sheet of Canada Ports Corporation 
as at December 31, 1996 and the statements of income and deficit 
and changes in financial position for the year then ended. These 
financial statements are the responsibility of the Corporation’s man- 
agement. Our responsibility is to express an opinion on these 
financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


BALANCE SHEET 
AS AT DECEMBER 31, 1996 
(in thousands of dollars) 


In our opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, we report that, in our opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Canada Ports 
Corporation Act and the by-laws of the Corporation. 


Arthur Andersen & Co. 
Chartered Accountants 


Ottawa, Canada 
March 3, 1997 























ASSETS 1996 1995 
Current 

Cashew cera eee eee 988 2,567 
Short-term investments (Note 4)............. 40,498 29,642 
ACCOUNTS KECEIV. ADS eecceyseepemeteie cistereiserercuer si 10,280 9,282 
Due-from)Ganadas aacic heeeeteso ae see caer 1,921 
Matertals-andisnpplicstaermrsct ae rerraettniere 2,878 2,875 
54,644 46,287 
Investments (INO 4)in- ete ieisicieeeieieetee 16,900 16,836 
(Capitalvassets((NOtes) serie titer itttst tet: 108,077 103,329 
179,621 166,452 
Interport Loan Fund (Note 10)................ 91,979 98,648 
271,600 265,100 








LIABILITIES 1996 1995 
Current 
Accounts payable and accrued liabilities 
(Noter6) avs oercis ae feces renier nerstcnceets 20,048 iy ei 
Due to Interport Loan Fund 
(Note 7) iiaaks hia tin ts woes ater reretereiare 2,030 We? 
22,078 17,453 
Acerued employee benefits) a12 ae eee 2,080 1,913 
Deferred Tevenues: 20.5.0 ae nine se lseiere eee bene 295 
Due to Interport Loan Fund 
(AN (ci) Ihe om Won pO. e HU eric contododa Wes 63,599 59,729 
Long-term debt'GNoteis)muecrr. acai sae 171,780 179,863 
259,537 259,253 
Contingencies (Notes 13 (c), 14 and 15) 
DEFICIENCY OF CANADA 
Contributedicapitaley.n sce reir 111,672 111,672 
Deficit (Note: D)icqsiysamc cena eerie cielo eis thee (191,588) (204,473) 
(79,916) (92,801) 
179,621 166,452 
Interport Loan Fund (Note 10) ............... 91,979 98,648 
271,600 265,100 





The accompanying notes are an integral part of these financial statements. 
On behalf of the Board: 


JAMES B. POWERS 
Acting Chairman 


J. RON LONGSTAFFE 
Director 





CANADA PORTS CORPORATION—Continued 


STATEMENT OF INCOME AND DEFICIT 
YEAR ENDED DECEMBER 31, 1996 
(in thousands of dollars) 








STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1996 
(in thousands of dollars) 
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1996 1995 
Revenue trom Operations. «....0- ees sd yee 59,026 60,135 
Operating and administrative expenses......... 26,140 26,658 
Denreciations nae ash ie Memo eehroetarntis cee 4,580 4,597 
Municipal grants and taxes.................. 2,542 2,675 
33,262 33,930 

MncOmentrOml Operations’. dete. 2-4 + tea es 25,764 26,205 
IrivestinentsIncOMe 224 Saavccsstntter. crelebiayelersie 3,969 4,162 
IMTETES EXPENSE Mt rarae som eer ts Ae ele. «.< sutho st ohenete (17,532) (17,738) 
Parliamentary appropriation (Note 12)........ 1,000 
Net income for the year before the 

(ive laryito\ (et tpt) 11 an 5 CRAG Role cS. D eae o CONG 13,201 12,629 
Workers’ compensation benefits.............. (1,283) 
INetincomefornithe yeataceaassneioeistetaeia aa 13,201 11,346 
Deficit at beginning of the year 

Asipreviously reported va. itanrtercrcle eisiwsts aiclene (207,147) (216,759) 

Change in accounting 

POlicyiCNote;S)iAcryecstoetvcth etetere rs ioiekey soto ene 2,674 Hee 

PAS ELESTALEG ete Te har sariec/anasieastersieverses opel sistven coer (204,473) (215,648) 
Dividendetor@anadaraemy-erunyslcreatete es ctciersl sete (316) (71) 
Deficitatiend of the yeator. mac. «2s 9+ ica (191,588) (204,473) 








The accompanying notes are an integral part of these financial statements. 

















1996 1995 
Operating activities 
INetincomedon theny carer anita eee te 13,201 11,346 
Items not affecting cash 
DepreciatlOnemrenen serine mcs 4,580 4,597 
O (He rseite. ceo pevarksrricn ate teh soe ilctooreas (23) (600) 
Net change in non-cash components 
Gree SACI pop ounogongenmpcatoc 3,221 (2,363) 
Cash provided by operating activities....... 20,979 12,980 
Financing activities 
Capital Grants eretecbevaeierteisealoremis emia sake = 2,500 
Changes in amount due 
fromi@anad aka... cckernderis ate nara ere 1,921 (913) 
Transfers from Interport Loan Fund ......... 5,900 10,145 
Repayment of transfers from 
IS qoroai LRINIONN! Sonnndnaaceesoseeo- (R722) (1,340) 
Issuance:ofJone-term idebtiamianiateitcicse sols 9,000 11,434 
Repayment of long-term debt............... (17,077) (17,607) 
Dividend pard:to) Canadas... ys = sere (316) (171) 
Cash provided by financing activities....... 206 1,548 
Investing activities 
Additions to capitaliassets!iyy.acqe- aernent (11,934) (9,938) 
Change in 
construction payables/-... =. ...e- el 90 (445) 
Decrease (increase) in 
long-termiinvestmentsaaeer eel eater: (64) 1,578 
Cash required by investing activities ....... (11,908) (8,805) 
Increase in cash and short-term 
INVESTMENUS<:.cers cu yanceee Secu seed eaten: 9,277 58) 
Cash and short-term investments at 
begiininootyeanarmer eit attire 32,209 26,486 
Cash and short-term investments 
attend Of year ca ite) vem che eccenes susie isan suc 41,486 32,209 








The accompanying notes are an integral part of these financial statemen 


ts. 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996 


Ike 


Canada Ports Corporation Act 


Canada Ports Corporation (the Corporation) was established 
under the Canada Ports Corporation Act (the Act), to adminis- 
ter, manage and control Canadian harbours, and any other 
harbour, work or property of Canada transferred by the Goy- 
ernor in Council. The Corporation is named in Part II of 
Schedule III of the Financial Administration Act and is exempt 
from income tax. 


The Corporation has direct responsibility for operating eight 
divisional ports and has a wholly-owned subsidiary, Ridley 
Terminals Inc. (RTI), a coal terminal facility at Prince Rupert. 
The Act provides for the establishment of local port corpo- 
rations to manage and operate additional selected ports. The 
Act also charges the Corporation with certain responsibilities 
respecting these ports, particularly concerning capital pro- 
jects. In addition, the Corporation administers the Interport 
Loan Fund on behalf of itself and the local port corporations. 


On June 10, 1996 Bill C-44, Canada Marine Act, received 
First Reading in the House of Commons. This proposed Act 
repeals the Canada Ports Corporation Act and dissolves the 
Corporation whose assets and obligations are to devolve to the 
Crown under the administration of the Minister of Transport 
(see Note 15). 


. Significant accounting policies 


(a) Financial statements 


The financial statements of the Corporation include the 
accounts of the divisional ports under its administration 
and of RTI. The activities of the local port corporations are 
excluded from the financial statements from the date of 
their establishment. As the earnings of the Interport Loan 
Fund do not automatically accrue to the Corporation, the 
assets, liabilities, revenues and expenses of the Fund are 
not consolidated (see Note 10). 


(b) Investments 


The short-term investments are carried at the lower of 
amortized cost, whereby premiums or discounts from par 
value are amortized over the periods to maturity, or market. 
Long-term investments are carried at the lower of amor- 
tized cost or market if a permanent decline in value exists. 


(c) Materials and supplies 


Materials and supplies consist of supplies, consumables 
and repair parts. They are valued at the lower of cost or 
market. 


(d) Capital assets 


Capital assets are recorded at cost, with the exception of 
those transferred to the Corporation from Canada. The 
assets transferred from Canada are recorded at appraised 
or fair market value established at the time of transfer. 
Government grants received towards capital projects are 
deducted from the cost of the related capital assets. 


Depreciation of capital assets is calculated on the straight- 
line basis commencing with the year the asset becomes 
operational, using rates based on the estimated remaining 
useful lives of the assets. 


(e) Pension plans 


Employees of the Corporation are covered by the Public 
Service Superannuation Plan administered by Canada. Un- 
der present legislation, contributions made by the 
Corporation to the Plan are limited to an amount equal to 
the employee’s contributions on account of current service. 
These contributions represent the total pension obligations 
of the Corporation and are charged to operations on a 
current basis. The Corporation is not required under pre- 
sent legislation to make contributions with respect to 
actuarial deficiencies of the Public Service Superannuation 
Account. Employees of RTI are covered separately by a 
contributory defined-benefit plan. 


(f) Municipal grants and taxes 


The expense for municipal grants and taxes is based on 
estimated municipal assessments, adjusted in accordance 
with the Municipal Grants Act where applicable. Municipal 
grants are finalized after the amounts have been audited by 
the Municipal Grants Division of Public Works and Goy- 
ernment Services Canada. Any adjustments upon 
finalization of the grants are reflected in the accounts in the 
year of settlement. 


(g) Employee benefits 


The Corporation accrues in its accounts the estimated li- 
abilities for severance pay, annual leave and overtime 
compensatory leave, which are payable to its employees 
under its collective agreements, or in accordance with its 


policy. 
(h) Revenue recognition 


Revenue 1s recognized as the related services are provided. 
RTI’s coal throughput revenue is recorded at 50% of the 
contracted throughput rate at the time the coal is received 
at the terminal, with the balance being recorded at the time 
of ship loading. RTI’s throughput agreements with its two 
main customers are in place until March 31, 1998 and 
March 31, 1999. These agreements provide for guaranteed 
delivery of an annual minimum tonnage to the terminal and 
under the terms of one of the agreements, shortfall pay- 
ments may be required on a quarterly basis subject to a final 
adjustment at the end of the coal year (April 1 to March 31). 
Revenues resulting from any estimated shortfall in tonnage 
are recognized in the current year. Any difference between 
estimated shortfall revenue and required payments is re- 
corded as an account receivable or an accrued liability. 


3. Change in accounting policy 


During the year RTI changed its revenue recognition ac- 
counting policy to record estimated shortfall revenue in the 
current year. In prior years no shortfall revenue was recog- 
nized until the end of the coal year (April | to March 31) when 
the actual amount of shortfall revenue was known. This change 
has been applied retroactively. The opening deficit as at 
January 1, 1995 decreased by $1,111,000 as a result of record- 
ing estimated shortfall revenue in prior periods. The effect of 
this change in accounting policy has been to increase net 
income for the year ended December 31, 1996 by $562,000 
(1995—$1,563,000). 


CANADA PORTS CORPORATION—Continued 


NOTES TO THE FINANCIAL STATEMENTS 


YEAR ENDED DECEMBER 31, 1996—Continued 


4. Investments 


Short-term investments consist of $40,498,000 of Canada 
treasury bills (1995—$29,642,000). As at December 31, 1996 
and 1995, the market value of the short-term investments 
approximates their amortized cost. 


Long-term investments of $16,900,000 (1995— 
$16,836,000) are Canada bonds and as at December 31, 1996, 
their market value is $21,469,000 (1995—$21,014,000). 


. Capital assets 


(a) Summary 














1996 1995 
Accu- 
mulated 
depre- 
Depre- Cost or ciation 
ciation appraised and write 
rates value downs Net Net 
% (in thousands of dollars) 
candice er 7,363 7,363 6,682 
Dredging sy... 2.5-6.7 16,123 10,123 6,000 6,168 
Berthing 
structures... 2.5-10 51,211 26,844 24,367 24,639 
Buildings ..... 2.5-10 34,537 15,646 18,891 19,420 
Coal terminal 
PACITY meerertve 4-33 22,513 4,414 18,099 19,002 
Utili- 
THESE Ae ane 3.3-10 8,562 SSIs) 5,039 5,355 
Roads and 
SUTLACES Hea. 2.5-10 5,878 3,745 2,133 QeATah 
Machinery and 
equipment... 5-100 31,326 22,863 8,463 8,990 
Office furni- 
ture and 
equipment... 20-33 4,054 3,898 156 505 
Works 
under con- 
struction.... 17,566 17,566 10,091 
199,133 91,056 108,077 103,329 








(b) Capital grants 


In 1996, the Corporation has received capital grants to- 
wards the construction of capital assets totalling 
$2,500,000 (1995—$0) of which $1,500,000 was from the 
Government of Canada. 


. Accounts payable and accrued liabilities 


Included in accounts payable and accrued liabilities are 
deferred revenues of $665,000 (1995—$746,000), the current 
portion of long-term debt of $83,000 (1995—$77,000) and the 
estimated termination costs upon dissolution of the Corpo- 
ration of $6,575,000 (1995—$0) of which $404,000 has been 
expensed in the accompanying financial statements. The bal- 
ance has been funded by transfers from the Interport Loan 
Fund and charges to the local port corporations. These termi- 
nation costs include employee termination costs, but do not 
include lease termination costs (see Note 13 (c)) nor other 
costs of dissolution (see Note 15). 
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. Due to Interport Loan Fund 


The Interport Loan Fund has provided long-term financing 
for the coal terminal and mixed cargo terminal projects at the 
Port of Belledune and the Alouette project at the Port of 
Sept-lles as follows: 


1996 1995 





(in thousands of dollars) 


(a) Transfers to the Port of Belledune 
bearing interest at 7.01% to 11.47%, 
repayable in blended annual 
instalments of principal 
and interest of $3,985,000 and maturing 
between December 31, 2012 and 2015... 34,374 29,202 

(b) Transfers to the Port of Sept-iles 
bearing interest at 7.91% to 9.20%, 
repayable primarily in 
blended annual instalments of 
principal and interest of $3,836,000 








and maturing December 31, 2011 ....... SHAS) 32,249 
65,629 61,451 
Less: current 
100) 0110) erat ina Santee eNO Clos ORUeo Oc (2,030) (URT22) 
63,599 59,729 








Principal repayment requirements over the next five years 
amount to $2,030,000 in 1997, $2,209,000 in 1998, $2,404,000 
in 1999, $2,616,000 in 2000 and $2,847,000 in 2001. 


8. Long-term debt 


1996 1995 


(in thousands of dollars) 





(a) Loan from Canada, bearing interest 

at 6.44%, repayable in twenty 

blended annual instalments of principal 

and interest of $106,000 and maturing 

on December silly 0003 sees oe eet ere 363 440 
(b) RTI note, repayable on August 12, 1998, 

and bearing interest at 6.93% 








payablerannuallyey.e apis e ere 165,000 165,000 
(c) RTI note, under a 
revolving credit facility, 
repayable by August 12, 1998, 
and bearing interest at Canadian 
inter-bank bankers’ acceptance 
rate plus 0.20% payable at 
EMI ONNO soonccdoouunounccanec 6,500 14,500 
171,863 179,940 
Less: current 
SIMs sae aoeeoooNonduekooocasE sane (83) (77) 
171,780 179,863 








Principal repayment requirements over the next four years 
amount to $83,000 in 1997, $171,588,000 in 1998, $93,000 in 
1999 and $99,000 in 2000. 


The debt of RTI which is with Export Development Corpo- 
ration (EDC) consists of notes. Under the financing 
arrangement with EDC, the fixed rate note is repayable in 
1998, while notes issued under the revolving credit facility, at 
variable rates, are repayable by August 12, 1998. 


A —108 
CANADA PORTS CORPORATION—Continued 


NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996—Continued 


The revolving credit facility provides for notes to be issued 
up to an aggregate maximum of $41 million. These notes may 
be for a term of one to twelve months and may roll over on 
maturity date with new face values and new interest rates, with 
final repayment of all amounts under the credit facility due on 
August 12, 1998. As at December 31, 1996, the interest rate 
on the note under the credit facility is approximately 3.3% 
(1995—6.3%). 


The financing with EDC is guaranteed unconditionally by 
Canada to a maximum of $230 million and is secured by a 
$250 million collateral demand debenture over all present and 
future assets of RTI. 


. Deficit 


At the incorporation of RTI in 1981, 50% of RTI was owned 
by the Corporation while the remaining 50% was owned by an 
unrelated party. The shareholders’ agreement of RTI provided 
a condition for the unrelated party to sell its shares to the 
Corporation in 1991. On July 30, 1991, the Corporation pur- 
chased the remaining 50% ownership in RTI and RTI became 
a wholly-owned subsidiary of the Corporation. The share pur- 
chase of $58.5 million was paid in cash and was fully financed 
by Canada. The excess of the purchase price, over the assets 
acquired of $31.7 million less the liabilities assumed of 
$229.1 million, resulted in a loss on acquisition of RTI of 
$255.9 million which forms the most significant component of 
the deficit of the Corporation. 


. Interport Loan Fund 


In 1988, authority was granted by Canada to the Corporation 
to establish an Interport Loan Fund (the Fund). This Fund is 
administered by the Corporation and was established to pro- 
vide financing for financially viable capital projects of the 
Corporation and local port corporations. Financing is provided 
by way of transfers to divisional ports managed by the Corpo- 
ration and by way of loans to local port corporations. Transfers 
and loans bear interest at the Crown corporation lending rate, 
the rate in effect from time to time between Canada and Crown 
corporations. Until December 31, 1994, earnings of the Fund 
were, pursuant to the terms and conditions under which the 
Fund was established, restricted to the uses for which the Fund 
was established. During 1995, the terms and conditions were 
amended to provide that the remaining earnings of the Fund of 
a year, after providing for the dividend to Canada, be trans- 
ferred to the Corporation. 


The balance sheet of the Fund as at December 31 shows: 


1996 1995 

(in thousands of dollars) 
Assets 
Current 

Cash and investments............. 28,319 32,897 
Transfers receivable.............<. 2,030 1,722 
loans recelvablew.. 2 ccaeeneeeerr 175 
30,349 34,794 
Transfers receivable... .5..50.0+6 0+ 63,599 59,729 


Boansireceivablesn saree cot tem eet 6,143 


Allowance for doubtful accounts...... (1,969) (2,018) 
91,979 98,648 
Liability 
Current 
Accounts payable restless 2,328 2,104 
Fund Balance 
CGontributedicapitaloy.. + .re eee ee 70,332 76,650 
Retained earnings... ......2....+. 19,319 19,894 
89,651 96,544 
91,979 98,648 


The investments of the Fund, shown at amortized cost, are 
direct and guaranteed securities of Canada. As at 
December 31, 1996 and 1995, the market value of the invest- 
ments approximates their amortized cost. 


In 1996, the forgiveness of the Port of Québec Corporation’s 
debt of $6.3 million was approved by the Government of 
Canada. In 1997, Treasury Board approved that this amount be 
applied against the Crown’s investment in the Fund which is 
expected to be approved by the Government of Canada in 
March 1997. Accordingly, the debt forgiveness has been re- 
corded as a reduction in the Fund’s contributed capital. 


In 1996, the Fund advanced $5.9 million (1995—$10.1 mil- 
lion) to the Port of Belledune for a capital project. 


The Fund is committed to provide financing of $7.7 million 
in 1997 for a capital project at the Port of Belledune. 


In accordance with the terms and conditions under which the 
Fund was established, the Corporation is required to pay a 
dividend from the Fund in respect of the 1996 fiscal year. This 
dividend, payable on March 31, 1997, amounts to approxi- 
mately $4.8 million and will be applied against the retained 
earnings. 
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sie 


The statement of income and retained earnings of the Fund 
is as follows: 


1996 1995 


(in thousands of dollars) 


Mterest INCOME Cee hon ome eee ec falas 7,927 
Operating and 


administrative expenses ............. 56 497 





INetincome tomthe yearn rete tere 7,079 
Retained earnings at beginning 

OL Me Wearnwrrm ct ccs hice oe ciaers 19,894 
Dividend'to\Canaday maser sce 


7,430 


19,447 
(4,879) 
(2,104) 





Retained earnings at end of 


Hi SAUCEAR 2, @ Oo Cro OR en ae Tee 19,894 








Pension plans 


As at December 31, 1996, the updated actuarial reports of 
RTI’s contributory plan indicate that the actuarial present 
value of the accrued pension benefits amounts to $8,563,000 
(1995—$7,193,000) and the value of the pension fund assets, 
at market value, amounts to $8,569,000 (1995—$6,675,000). 
RTI’s pension expense for 1996 of $652,000 (1995— 
$616,000) is actuarially determined. 


. Related party transactions 


Through common ownership, the Corporation is related to 
all Government of Canada created departments, agencies and 
Crown corporations. 


In accordance with the Act, operating and administrative 
costs incurred by the Corporation in the amount of $4,230,000 
have been recovered from the local port corporations in 1996 
(1995—$5,356,000). These recoveries are offset against the 
related expenses. Operating expenses include rental costs of 
$1,777,000 (1995—$1,889,000) charged by a local port corpo- 
ration. At December 31, 1996, $254,000 (1995—$466,000) of 
these rental costs are included in accounts payable and accrued 
liabilities. Also included in accounts payable and accrued li- 
abilities is $4,453,000 (1995—$4,493,000) of interest payable 
to EDC, a Crown corporation (see Note 8). 


Investment income of $3,891,000 (1995—$4,100,000) was 
earned on Canada securities and interest charges of $29,000 
(1995—$33,000) were paid to Canada. In 1996, a grant of 
$1,000,000 was received from the Government of Canada to 
assist in defraying the Port of Churchill’s anticipated operating 
deficit for the 1996 season. 


Details of other transactions with the Government of Canada 
are disclosed in Notes 4, 5 (b), 8, 9, 10 and 13 (b). 


. Commitments 


(a) Contractual obligations for the completion, construction 
and purchase of capital assets are estimated at $1,466,000 
of which most will be expended in the year ending 
December 31, 1997. 
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(b) RTI leases from the Prince Rupert Port Corporation the 
land on which the coal terminal facility is constructed. The 
lease is for twenty-five years starting March 31, 1984, with 
a twenty-year renewal term beginning March 31, 2009. 
Lease payments are based on throughput charges per tonne 
which are subject to escalation provisions relating to in- 
creases in the Canadian Consumer Price Index for each 
year. 


(c) The Corporation leases premises under an agreement which 
expires September 30, 2005. The future rent payable to the 
expiry date is approximately $799,000 in 1997, $681,000 
in 1998, $885,000 per year from 1999 to 2004 and $663,000 
in 2005. No provision has been made for future lease 
payments upon dissolution as the ultimate utilization of the 
premises is not determinable at this time. 


(d) In accordance with Ports Canada policy respecting divi- 
dends to Canada, the Corporation is required to pay a 
dividend in respect of the 1996 fiscal year. This dividend, 
payable on March 31, 1997, amounts to approximately 
$377,000 and will be applied against the Corporation’s 
deficit. 


. Contingencies 


Claims aggregating approximately $5,639,000 in respect of 
lawsuits, guarantees, employee agreements, damages alleg- 
edly suffered on the Corporation’s property and sundry other 
matters in dispute have been received by the Corporation but 
are not reflected in the accounts. In the opinion of the Corpo- 
ration, the final outcome of such claims should not result in 
any material financial liability. 


Employees are permitted to accumulate unused sick leave. 
However, such leave entitlements do not vest and can be used 
only in the event of illness. The amount of accumulated sick 
leave entitlements which will become payable in the future 
cannot reasonably be determined. Payments of sick leave bene- 
fits are included in current operations. 


In the normal course of business, the Corporation is exposed 
to potential environmental issues. A contaminated soil situ- 
ation has been identified at one of the divisional ports for 
which the removal and remediation costs are estimated at 
$1,000,000. At this time, the Corporation has not determined 
the ultimate responsibility for the costs of remediation and 
therefore no provision has been recorded. The ultimate effect 
of other environmental matters is not determinable at this time, 
and as such, no provision has been made in the accompanying 
financial statements. 
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15. Canada Marine Act 


Under the proposed Canada Marine Act, each of the eight 
divisional ports becomes either a port authority or a public port 
as defined in the proposed Act. RTI is to become a Crown 
corporation after the dissolution of the Corporation and the 
Minister of Transport is named the appropriate minister for 
RTI for the purposes of the Financial Administration Act. The 
Corporation’s present administrative office will be wound-up 
on the dissolution of the Corporation and the Corporation’s 
remaining assets and obligations will devolve to the Crown 
under the administration of the Minister of Transport. The 
Canada Marine Act may be proclaimed and come into force 
during 1997, however, the precise date is not determinable at 
this time. 


The effects of the dissolution of the Corporation are not fully 
known at this time. No provision has been made with respect 
to differences between the carrying values of assets and obli- 
gations and those values which may ultimately arise on the 
transfer of the eight divisional ports and RTI, as the differ- 
ences, if any, are not determinable at this time. A provision for 
determinable amounts relating to the wind-up of the adminis- 
trative office has been made (see Notes 6 and 13 (c)). 
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL 
REPORTING 


Management and the Board of Directors are responsible for the 
consolidated financial statements and all other information pre- 
sented in this Annual Report. The Financial Administration Act and 
regulations require the consolidated financial statements to be pre- 
pared in accordance with generally accepted accounting principles. 
Management has been proactive in disclosing information which 
typically would only be required to be disclosed by enterprises, the 
securities of which are traded in a public market. 


Where appropriate, the consolidated financial statements include 
amounts based on management’s best estimates and judgements. 
Financial information presented elsewhere in this Annual Report is 
consistent with that in the financial statements. 


In support of its responsibilities, management maintains financial 
and management control and information systems and management 
practices which are of high quality, consistent with reasonable cost. 
These systems and practices are designed to provide reasonable 
assurance that relevant and reliable financial information is pro- 
duced and the assets are safeguarded and controlled in accordance 
with the Financial Administration Act and regulations, as well as 
the Canada Post Corporation Act and by-laws of the Corporation. 
Internal audits are conducted to assess management systems and 
practices, and reports are issued to the Management Executive 
Committee and the Audit Committee of the Board. 


The Board of Directors ensures that management fulfills its re- 
sponsibilities for financial reporting and internal control principally 
through the Audit Committee, which is composed of five directors, 
none of whom is an employee of the Corporation. The Audit Com- 
mittee meets regularly to oversee the internal audit activities of the 
Corporation, and at least annually to review the consolidated finan- 
cial statements and the external auditors’ report thereon and 
recommend them to the Board of Directors for approval. 


Canada Post Corporation is a Crown corporation named in Part II 
of Schedule III of the Financial Administration Act. Accordingly, 
each year, the Governor in Council appoints the Corporation’s 
external auditors after giving consideration to the recommendations 
of the Corporation’s Audit Committee on this matter. Deloitte & 
Touche were reappointed for the current fiscal year. They audit the 
consolidated financial statements and report to the Audit Committee 
as well as the Minister responsible for Canada Post Corporation. In 
contrast, the Auditor General of Canada is appointed by the Gover- 
nor in Council as the auditor, or a joint auditor, of each parent 
Crown corporation named in Part I of Schedule III of the Financial 
Administration Act. 


All parent Crown corporations are subject to a special examina- 
tion at least once every five years and at such additional times as 
the Governor in Council, the appropriate Minister or the board of 
directors of the corporation to be examined may require. The special 
examination, a type of value-for-money audit, serves to provide an 
independent opinion to the board of directors on whether the corpo- 
ration’s financial and management control and information systems 
and management practices were maintained in a manner that pro- 
vided reasonable assurance that: the assets of the corporation were 
safeguarded and controlled; the financial, human and physical re- 
sources of the corporation were managed economically and 
efficiently; and the operations of the corporation were carried out 
effectively. A special examination is carried out by the auditor of a 
parent Crown corporation. The Auditor General of Canada jointly 
with Ernst & Young carried out the last special examination in 
respect of the Corporation. Their examination covered the period 
from November 17, 1993, to March 31, 1994. 


Georges C. Clermont 
President and Chief Executive Officer 


Ian A. Bourne 
Senior Vice-President and Chief Financial Officer 
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AUDITORS’ REPORT 


TO THE MINISTER RESPONSIBLE 
FOR CANADA POST CORPORATION 


We have audited the consolidated balance sheet of Canada Post 
Corporation as at March 29, 1997, and the consolidated statements 
of income and retained earnings and of cash flows for the year then 
ended (pages 33 to 43). These financial statements are the respon- 
sibility of the Corporation’s management. Our responsibility is to 
express an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, On a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these consolidated financial statements present 
fairly, in all material respects, the financial position of the Corpo- 
ration as at March 29, 1997, and the results of its operations and the 
changes in its financial position for the year then ended in accor- 
dance with generally accepted accounting principles. As required 
by the Financial Administration Act, we report that, in our opinion, 
these principles have been applied on a basis consistent with that of 
the preceding year. 


Further, in our opinion, the transactions of the Corporation and 
of its wholly-owned subsidiaries that have come to our notice 
during our audit of the consolidated financial statements have, in 
all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Canada Post 
Corporation Act and the by-laws of the Corporation and its wholly- 
owned subsidiaries. 


Deloitte & Touche 
Chartered Accountants 


Ottawa, Canada 
April 21, 1997 
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March 29 March 30 
ASSETS 1997 1996 
Current assets 
Cash and short-term investments 
(Note:3).o cuate st eatestichests a. eae ses 5 392,570 58,772 
Accounts receivable’... 42. coe chee ee ate 276,744 250,707 
Prepaid expensesian abit eerie teeter 67,184 65,982 
736,498 375,461 
Segregated cash and investments (Note 4) ...... 292,583 253,284 
Gapitallassets (NOt) rec <a tasers 1,560,272 1,702,170 
Other assetsi(NOte6).2a- sen eee oe 136,429 184,464 
2,725,782 2,515,379 


LIABILITIES AND EQUITY OF CANADA 


Current liabilities 
Accounts payable and accrued liabilities ..... 
Salaries and benefits payable............... 
Deferred revenues) cea saam see eiv sleet seeses 
Outstanding money orders................. 
Current portion of long-term debt........... 


Long-termidebt (Note: 7) ieeetctee ie ate rtetnets 
Termination and post-retirement 
DENCE tS. we tecte ever tree teye- uns coe at ome ce encavivetonuersrsyegets 


Equity of €qnada\(Note:S))e eesti er 




















March 29 March 30 
1997 1996 
313,986 300,501 
285,774 261,396 
180,651 169,693 
36,809 37,744 
84,128 23,110 
901,348 792,444 
171,474 255,884 
524,222 440,836 
1,597,044 1,489,164 
1,128,738 1,026,215 
2,725,782 2,515,379 














The accompanying notes are an integral part of these financial statements. 


Approved on behalf of the Board: 


ANDRE OUELLET 
Chairman of the Board of Directors 


KAY LeMESSURIER 
Chairman of the Audit Committee 
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CONSOLIDATED STATEMENT 
OF CASH FLOWS 

YEAR ENDED 

(in thousands of dollars) 
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March 29 March 30 
1997 1996 
RevenucHromloperatlons aaa niece aces: 5,085,092 4,955,915 
Cost of operations 
NaAlariesrand Denents acselac tiie fesdeeteits oie 3,041,792 3,034,441 
Amortization of capital assets............... 168,984 167,273 
Othercostsjor Operatlonsaprnniee aces icles 1,733,114 1,683,785 
4,943,890 4,885,499 
MNCOMENTOMUOPeLAallONnS —yrae cisecins eee cnnieteret 141,202 70,416 
Other income (expense) 
Investment and other income ............... 17,981 4,091 
Amortization of goodwill .................. (7,020) (7,267) 
EN LETES teary eva aycre etree asec are cun cine ote, « (34,302) (35,082) 
(23,341) (38,258) 
Income before income taxes............:.+:.- 117,861 32,158 
Provision for income taxes (Note 10) .......... 5,338 3,977 
INC ERTICOME Pater Matias erate ek eet: cays ots gas 25523 28,181 
Deficitubeginning of yeatem,. ssh. ce aes: (328,957) (357,138) 
(216,434) (328,957) 
DIVA eTi Cpe rer asic rte maine ai eta. Sokebed nevus niaroraie (10,000) 
Deficitendohyvedn er menace krece neni: (226,434) (328,957) 





The accompanying notes are an integral part of these financial statements. 








Cash provided by 
(used in) 
Operating activities 


INEHINCOne eer yee ei eee 


Items not requiring 
cash 


Amortization of capital assets ............ 
Amortization of other assets ............. 


Gain on disposal! of long-term 


ITLVESUIN EN Ene een ieee eae 


Accrued termination and post-retirement 


benefits eprint ata 


Termination and post-retirement 


benefitpaymentsemcmaser i eernence erie 


Change in non-cash working 


Capitali(Note:9) meer eee eee ee 


Dividend pve ie cers kerr. oe 


Financing activities 


Decrease in long-term debt ................ 


Investing activities 


Acquisition of capital assets................ 
Proceeds on disposal of capital assets........ 


Proceeds on disposal of long-term 


INVES EMEN tous es eet oe Pie bss eee ay onceas 
Decrease (increase) in other assets .......... 


Increase in segregated 


CaSivandanyestmentsaaermen erie eee 


Increase in cash and short-term 


InvestMentse eR ee ee 


Cash and short-term investments at 


beginningiohveater ee earner: 


Cash and short-term investments at end of 





























March 29 March 30 
1997 1996 
129523) 28,181 
168,984 167,273 

15,676 15,701 
2,015 (174) 
(14,302) 
102,749 66,641 
387,645 277,622 
(19,363) (24,265) 
20,647 (86,085) 

388,929 167,272 
(10,000) 

(23,392) 

(101,724) (81,719) 
72,623 5,550 
46,940 

(279) 204 
(39,299) (37,465) 
(21,739) (113,430) 

333,798 53,842 
58,772 4,930 

392,570 58,772 








The accompanying notes are an integral part of these financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 29, 1997 
(amounts in thousands of dollars) 


1. Incorporation 


The Corporation was established by the Canada Post Cor- 
poration Act in 1981 to operate a postal service on a 
self-sustaining financial basis while providing a standard of 
service that will meet the needs of the people of Canada. The 
Corporation is a Crown corporation included in Part II of 
Schedule III to the Financial Administration Act and is an 
agent of Her Majesty. The PCL Courier Holdings Inc. (Purola- 
tor) subsidiary is managed independently, also on a 
self-sustaining financial basis. 


. Significant accounting policies 


These consolidated financial statements have been prepared 
in accordance with generally accepted accounting principles 
in Canada. A summary of the significant accounting policies 
of the Corporation follows: 


(a) Consolidation 


The consolidated financial statements of the Corporation 
include the accounts of Canada Post Corporation and its 
wholly-owned subsidiaries, Canada Post Systems Manage- 
ment Limited, CINA Holdings B.V. (up to October 31, 
1996, at which point, subsequent to the sale of its interest 
in G. D. Net B. V., it was liquidated) and Canada Post 
Holdings Limited (which has a controlling interest in PCL 
Courier Holdings Inc.). 


Goodwill arising on the acquisition of subsidiaries is am- 
ortized on a straight-line basis over 20 years. 


(b) Fiscal year-end 


Canada Post Corporation and its wholly-owned subsidiar- 
ies end their fiscal year on the last Saturday in March. The 
fiscal year ended March 29, 1997, includes 52 weeks. The 
fiscal year ended March 30, 1996, included 53 weeks. 


In contrast, PCL Courier Holdings Inc.’s fiscal year ends 
on April 5, 1997, and includes 53 weeks. Its fiscal year 
ended on March 29, 1996, included 52 weeks. 


(c) Capital assets and amortization 


Land, buildings and equipment transferred from the Gov- 
ernment of Canada on incorporation were recorded at their 
fair value at that date, determined as follows: 


Land —market value based 
on existing use 
Buildings —amortized replacement cost 


—amortized replacement 
cost or original 

cost less estimated 
amortization 


Plant equipment, 
vehicles, sales 
counter and office furniture and 
equipment, and other equipment 


The market value of land and the amortized replacement 
cost of buildings transferred by the Government of Canada 
were determined by independent appraisals. 


Acquisitions subsequent to incorporation are recorded at 
cost. 


The Corporation has an agreement with both the National 
Archives of Canada and the Canadian Museum of Civiliza- 
tion to operate, administer and maintain a Canadian Postal 
Archives and a Canadian Postal Museum, respectively, 
containing philatelic material, postal artifacts, a postal li- 
brary and exhibits that trace the history of the mail and 
other memorabilia. These collections, exhibits and books 
of undetermined value are not for resale and are recorded 
at a nominal cost. 


Amortization is provided on a straight-line basis over the 
estimated useful lives of the following assets: 


Buildings 30 and 40 years 
Leasehold improvements Initial fixed lease 
term plus period of 
first renewal option 
Plant equipment 3 to 30 years 
Vehicles (other than passenger 
and light-duty commercial) 
Sales counter and office furniture 
and equipment 
Other equipment 


6 to 10 years 


3 to 20 years 
5 to 15 years 


Amortization is provided on a diminishing balance basis at 
an annual rate of 30% for all passenger and light-duty 
commercial vehicles. 


(d) Revenue recognition 


Amounts received for which services have not been ren- 
dered prior to the end of the year are deferred. 


(e) Termination and post-retirement benefits 


Canada Post employees are entitled to specified termina- 
tion benefits, calculated at salary levels at the time of 
termination, as provided under collective agreements or 
conditions of employment. The present value of the pro- 
jected costs of termination benefits, as determined by 
actuarial valuation, is recorded in the accounts as a long- 
term liability using an accrued benefits method. Such 
benefits accruing to employees, as well as gains and losses 
arising from actuarial valuation, are included in current 
operations. 


In addition, Canada Post provides certain health care bene- 
fits to eligible retirees. Current service costs have been 
determined by actuarial valuation and included in current 
operations using an accrued benefits method. Past service 
costs have also been determined by actuarial valuation and 
are being amortized over the expected average remaining 
service life of the employee population. 


Purolator Courier Limited employees are not entitled to 
these termination and post-retirement benefits. 


(f) Pension plan 


Canada Post employees are covered by the Public Service 
Superannuation Plan administered by the Government of 
Canada. Under present legislation, contributions made by 
the Corporation to the Plan are limited to an amount equal 
to the employees’ contributions on account of current serv- 
ice. These contributions, which amounted to $100,353 
(1996—$100,610), are included in current operations. The 
Corporation is not required under present legislation to 
make contributions with respect to actuarial deficiencies or 
indexation payments under the Public Service Superan- 
nuation Act. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 29, 1997—Continued 


Substantially all of Purolator Courier Limited’s full-time 
and eligible part-time employees are covered by defined 
benefit pension plans. The cost of pension benefits earned 
by these employees is determined using the projected bene- 
fit method prorated on service and is charged to expense as 
services are rendered. Adjustments arising from plan 
amendments, experience gains and losses, and changes in 
assumptions are amortized over the estimated average re- 
maining service life of the employee groups. The actuarial 
value of pension assets represents the market value of these 
assets. The actuarial present value of accrued pension bene- 
fits attributed to service rendered up to March 29, 1997, is 
$34,436 (1996—$30,200), and the approximate market 
value of the Company’s pension fund assets as at March 29, 
1997, is $34,888 (1996—$29,100). 


(g) Income taxes 


The Corporation follows the deferral method of income tax 
allocation. 


(h) Measurement uncertainty 


The preparation of financial statements in conformity with 
generally accepted accounting principles requires manage- 
ment to make estimates and assumptions that affect the 
reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and ex- 
penses during the reporting period. Actual results could 
differ from those estimates, however, such differences 
would not be expected to have a material impact on these 
financial statements. 


3. Cash and short-term investments 


Cash and short-term investments consists of cash and invest- 
ments rated R-1 with maturities, at the date of purchase, of less 
than 12 months. Such short-term investments are carried at 
cost, which approximates fair value due to the short period to 
maturity. The weighted average internal rate of return on the 
investments held as at March 29, 1997, is 3.13% (1996— 
5.00%). 


. Segregated cash and investments 


The Corporation has segregated certain cash and invest- 
ments for the sole purpose of managing cash flows relating to 
the employee termination benefits liability. Investments are 
valued at amortized cost. These investments are held in invest- 
ment grade securities with maturities currently ranging from 
one month to 14 years. The weighted average internal rate of 
return on the investments held as at March 29, 1997, is 7.59% 
(1996—7.29%). The fair value of the investments is based on 
rates currently available on instruments with similar terms and 
maturities. The fair value of segregated cash and investments 
as at March 29, 1997, is $299,268 (1996—$251,884). 


5. Capital assets 
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1997 1996 
Accumulated 
Cost amortization Net Net 
BETS bed re OE ten 257,615 257,615 288,545 
BUjldingsie epee eee 1,187,772 628,615 559,157 591,014 
Leasehold 
improvements ......... 115,016 48,529 66,487 73,167 
Plant equipment.......... 753,258 427,794 325,464 369,540 
Wehiclesi semen ecru 85,692 75,408 10,284 3,083 
Sales counter and 
office furniture and 
BaP NVMEe «oagannseane 307,396 217,162 90,234 108,352 
Other equipment ......... 451,099 200,069 251,030 268,468 
Collection of postal 
memorabilia........... 1 1 1 
3,157,849 1,597,577 1,560,272 1,702,170 
6. Other assets 
1997 1996 
Goodwill, net of accumulated 
AMOMIZAl ON eee eee eee 116,509 123,529 
Investment in G.D. Net B.V., at cost....... 32,638 
Deferred development costs, net of 
accumulated amortization ............. 8,656 
Othenyanaeeter are ar eee ee eee 19,920 19,641 
136,429 184,464 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 29, 1997—Continued 


The annual amounts of principal payments to meet long-term 


7. Long-term debt 
debt obligations are as follows: 























1997 1996 
$ 
10 year loan from the 
Government of Canada due LOOSE ERA Fie ea needa cer ter orate tee keyeiers ke ioe acne heme 84,128 
April 1998, interest at 9.705%........... 80,000 80,000 1990 IRA PERRIN La I Ss og PI Ses Re. ee 5,322 
Non-redeemable bords maturing DOO Os Se Cease tetas = Rye Shy Hove otc Renee enolate ine teas cole eyes 16,176 
March 2016, interest DOO Terps re iaiaich aire ais che fet aicsirg at oi el aentercalbetistie fat eters away artaia ate aleRalens 27,570 
AE 1035 oon ee ee ee ee 55,000 55,000 DAN DO a a5 oe erase OER CrR ice ere rind MNCS Acct ire Rita 23,056 
US $105,000 10 year Senior Notes issued DOS andithereatteri. wwe sweet ees a tdelesteroeke Ne a ete ahe atte reba 99,350 
by Purolator Courier Limited due 255,602 
March 2004 carrying interest at 8.83%. —————— 
The principal balance and interest 
payments for the full term were covered The fair value of the 10 year loan from the Government of 
by cross currency interest swaps Canada due April 1998 and of the non-redeemable bonds ma- 
effectively converting the principal turing March 2016 is based on rates currently available to the 
balance to $142,800 Canadian Corporation for debt with similar terms and maturity. Their fair 
bearing interestiof 1 1k6%ar ersten ters 142,800 value as at March 29, 1997, is respectively $84,336 and 
Under a refinancing agreement reached $71,434 (1996—$85,232 and $65,714). 
with the lenders May 3, 1996, the . ’ ’ 
following terms and Purolator has determined the fair value of the Senior Notes 
conditions apply: at March 29, 1997, as $133,412 (1996—$158,661) by calculat- 
US $90,000 Senior Notes issued ing the cost of repaying the notes, as specified in the agreement 
in two series due March 2004: with the noteholders. It is not Purolator’s intention to repay 
Series A US $50,000 carrying interest at this debt or these swaps prior to their maturity dates at which 
10.08% with principal payments due in time it will be settled for their stated values in the financial 
equal instalments over the last five statements. 
Seas One en an 2 Purolator has two currency swaps outstanding. The first 
pp tase hed Bien § swap hedges the principal and interest payments of the original 
ve Rois Gaerne Wee Senior Notes. In May 1996, Purolator entered into an addi- 
ae tional currency swap arrangement to hedge the changes in the 
secured by substantially all of the terms of the Senior Notes. The fair value for the swaps at 
serie ch i Cee March 29, 1997, is a loss of $9,158 (1996—loss of $2,662). 
Limited without recourse to 
Canada Post Corporation. The carrying value of the subordinate notes issued by PCL 
Under the indenture, Courier Holdings Inc. is considered to approximate its fair 
Purolator Courier Limited value. 
is subject to certain financial ' 
and other covenants 8. Equity of Canada 
throughout the term 1997 1996 
OL the debbie nrc eee inersare 119,408 
Purolator Courier Limited 
paietray ae cee Contributed capital..........0.20c0s0e0 1,355,172 1,355,172 
of cross currency — Dekel Meas. Cae Once a (226,434) (328,957) 
interest rate Swaps in order to 
hedge the future US dollar Equityiot Cana dana ar a trot tise 1,128,738 1,026,215 
principal and interest payments 
into Canadian dollars at rates The Canada Post Corporation Act provides for the estab- 
varying between $1.376 and lishment of a share capital structure. The Corporation is 
$1.348 and an effective interest authorized to issue shares to the Government of Canada based 
rate of 11.6%. on the net asset value of the Corporation on the date of the first 
Subordinate notes issued by PCL Courier issue of shares, as determined by the Board of Directors, with 
Holdings Inc. due October 1998, the approval of the Treasury Board. No such shares have been 
INtELESL al, leo Out ere ieiasaraals 1,194 1,194 issued. 
255,602 278,994 
Less Cumrent: portion. mata are 84,128 23,110 
171,474 255,884 








Interest expense on long-term debt was $28,048 (1996— 
$28,568). 





CANADA POST CORPORATION—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 29, 1997—Continued 


9. Change in non-cash working capital 








1997 1996 
Decrease (increase) in accounts receivable . . (26,037) 29,988 
Increase (decrease) in accounts payable 
and accrued abilities... cas. eee ese © 13,485 (70,248) 
Increase (decrease) in salaries and 
henetitsspayablernaec: some iets nerttsrs 24,378 (44,743) 
Decrease (increase) 
in other non-cash 
Workin pcapita liPrirttreria ftaysrereae ise 8,821 (1,082) 
20,647 (86,085) 








10. Income taxes 


On March 27, 1994, Canada Post Corporation became a 
prescribed Crown corporation for tax purposes and as such is 
subject to federal income taxation under the /ncome Tax Act. 


The tax basis of Canada Post Corporation’s assets was es- 
tablished at an amount that exceeded the recorded carrying 
value. The future benefit related to this excess has not been 
recorded in the consolidated financial statements but will be 
realized as additional tax deductions over a period of years. 


The income tax provision consists of the Large Corporations 
Tax. 


As at March 29, 1997, consolidated tax loss carry-fowards 
in the amount of $421,000 (1996—$440,000) are available to 
reduce future income taxes. The benefit of these tax losses and 
net unclaimed tax deductions will be recognized as a reduction 
of income tax expense in the consolidated financial statements 
in the year they are realized. 


. Contingencies 


(a) Two complaints have been filed with the Canadian Human 
Rights Commission alleging discrimination by the Corpo- 
ration concerning work of equal value. The Corporation is 
presenting its evidence before the Tribunal with respect to 
one complaint and the Commission has not begun its inves- 
tigation of the second. The outcome of these complaints is 
not currently determinable. Settlement, if any, arising from 
resolution of these matters, will be recovered in future 
postal rates (as determined in accordance with the Canada 
Post Corporation Act) and/or from the Government of 
Canada. Accordingly, no amounts are recorded in these 
financial statements. 


(b) The Corporation is involved in various claims and litiga- 
tion in the normal course of business for which provisions 
have been made to the extent determinable. 


(c) Employees are permitted to accumulate unused sick leave. 
However, such leave entitlements do not vest and can be 
used only in the event of illness. The amount of accumu- 
lated sick leave entitlements which will become payable in 
future years cannot reasonably be determined. Payments of 
sick leave benefits are included in current operations. 
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12. Commitments 


The Corporation’s future minimum payments with respect to 
computing and communications utility services as well as 
facilities and other operating leases with terms in excess of one 
year, are as follows: 


$ 

OE SPI tere eer rnetcRe Sn ce AN NET OM rc An Ae akaree Ned Aro 305,849 
OOO aap tact ec ar ine ive tyeest a Ue true oe ea cisu seine «een 289,743 
ZOOO errata. 8 Serv dc eee ene Ge ke a OE eee 216,560 
PAOD eee let cs ie areh A oy ee ae RI Sal th ra! aaa 139,376 
PAU EAS, Aa rns Siac aa ae GE ed A Sa hE AN oo aig Deen 84,038 
2 OOStandithereafteree vegan <a seen oe Ee, oa 229,567 

1,265,133 


13. Related-party transactions 


The Corporation had the following transactions with related 
parties in addition to those disclosed elsewhere in these con- 
solidated financial statements. 


(a) Payments on behalf of postal users 


Where Government policy requires the Corporation to pro- 
vide services at rates less than costs to the publications 
industry, and for concessionary services such as Govern- 
ment free mail, literature for the blind and Northern air 
stage services, the Government of Canada compensates the 
Corporation for foregone postage revenue from those 
sources. Revenues amounting to $83,769 (1996—$96,946) 
are included in revenue from operations. 


(b) Real property 


The Corporation has incurred net operating costs of 
$35,864 (1996—$51,337) in respect of real property agree- 
ments with Public Works and Government Services 
Canada. 


(c) Other 


The Corporation has other transactions with the Govern- 
ment of Canada, its agencies and other Crown corporations 
in the normal course of business. 


As aresult of all the above transactions, the amounts due 
from and to these parties are $26,745 (1996—$23,329) and 
$34,363 (1996—$42,541) respectively. 


14. Financial instruments—Other 


(a) Fair values 


The amounts reported in the consolidated balance sheet for 
all other financial instruments approximate their fair val- 
ues. 


(b) Concentration of credit risk 


The Corporation does not believe it is subject to any sig- 
nificant concentration of credit risk. 


The amount reported in the consolidated balance sheet for 
accounts receivable includes the impact of netting 
$216,747 of gross accounts payable to foreign postal admi- 
nistrations against $243,699 of gross accounts receivable 
from foreign postal administrations ($201,045 of gross 
accounts payable and $217,416 of gross accounts receiv- 
able in 1996), the basis used for these international 
settlements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 29, 1997—Concluded 


15. Disaggregated financial information 


The Corporation has two operating segments: Canada Post 
and PCL Holdings Inc. (Purolator). These operating segments 
are determined on the basis of the legal entities which are 
managed independently, each on a self-sustaining financial 
basis. 


The Corporation has three main product/service lines: com- 
munications, advertising and physical distribution. 
Communications consists of lettermail, hybrid products and 
electronic services. Advertising consists of admail and publi- 
cations. Physical distribution consists of courier, expedited 
delivery, and parcels. 


The Canada Post segment derives its revenues from all three 
product/service lines. The PCL Courier Holdings Inc. segment 
derives its revenues exclusively from physical distribution. 


The accounting policies of the segments are the same as 
those described in the significant accounting policies (Note 2). 


Transactions occur between the two independent segments, 
Canada Post and Purolator, at normal commercial prices and 
terms comparable to those given to other customers and sup- 
pliers and without subsidy between the two segments. On this 
basis, Canada Post paid Purolator $15,593 for air linehaul in 
1997 (1996—$13,725). 


No individual customer’s purchases account for more than 
10% of revenues. 





























1997 1996 
PCL Courier PCL Courier 
Canada Holdings Canada Canada Holdings Canada 
Post Inc. Post Post nc. Post 
(52 weeks) (53 weeks) Corporation (53 weeks) (52 weeks) Corporation 

Revenue front operaionseece pci teeter See iie 4,325,044 760,048 5,085,092 4,277,666 678,249 4,955,915 
Income before the undernoted itemS ......-.-.....5+.000eueens 260,570 42,596 303,166 203,824 26,598 230,422 
Investmentiand ofherancomemmnentinee tele serieeaertrr atten tent c 17,981 17,981 4,091 4,091 
Amortization oficapitalvassetSyecer nr ieee ary elie ier ls (159,738) (9,246) (168,984) (156,953) (10,320) (167,273) 
Interestiexpenseyncy receipes Mele eerie is eth beh ei nesta acd (18,976) (15,326) (34,302) (5357) (19,725) (35,082) 
Provision fom income taxes a/-ispiomielverckeisae sole arom lecedeucim oles halarsustes (4,738) (600) (5,338) (3,377) (600) (3,977) 
Net'income (loss) itar.cy.sa 0m aetoeteinin.< la Wetebinicrl wir ns orca ares 95,099 17,424 112,523 32,228 (4,047) 28,181 
ASSETS IS eres 5 EE Eg eet oe eyes Hee dare 2,425,267 300,515 2,725,782 2,208,336 307,043 2,515,379 
SiaDihties ee ey to rare stermacicrsiae Crema e met emsrenets 1,404,342 192,702 1,597,044 1,272,064 217,100 1,489,164 
Acquisition of capital assets nr ore sce <netorener eben 21abaieiy-yeteretal-tolet = lei 95,274 6,450 101,724 77.591 4,128 81,719 











16. Comparative figures 


Comparative figures have been reclassified to conform with 
the current year’s presentation. 








CANADIAN BROADCASTING CORPORATION 


MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL 
STATEMENTS 


The financial statements and all other information presented in 
the annual report are the responsibility of management and have 
been reviewed and approved by the Board of Directors of the 
Corporation. These financial statements, which include amounts 
based on management’s best estimates as determined through expe- 
rience and judgement, have been properly prepared within 
reasonable limits of materiality and are in accordance with gener- 
ally accepted accounting principles. 


Management of the Corporation maintains books of account, 
records, financial and management control, and information sys- 
tems, which are designed for the provision of reliable and accurate 
financial information on a timely basis. These controls provide 
reasonable assurance that assets are safeguarded, that resources are 
managed economically and efficiently in the attainment of corpo- 
rate objectives, that operations are carried out effectively and that 
transactions are in accordance with the Broadcasting Act and the 
by-laws of the Corporation. 


The Corporation’s Internal Auditor has the responsibility for 
assessing the Corporation’s systems, procedures and practices. The 
Auditor General of Canada conducts an independent audit of the 
annual financial statements and reports on his audit to the Canadian 
Broadcasting Corporation and the Minister of Canadian Heritage. 


The Board of Directors’ Audit Committee, which consists of four 
members, none of whom is an officer of the Corporation, reviews 
and advises the Board on the financial statements and the Auditor 
General’s report thereto. The Audit Committee oversees the activ- 
ities of Internal Audit and meets with management, the Internal 
Auditor and the Auditor General on a regular basis to discuss the 
financial reporting process as well as auditing, accounting and 
reporting issues. 


Perrin Beatty 
President and CEO 


Louise Tremblay 
Senior Vice-President, Resources 
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AUDITOR’S REPORT 


TO THE BOARD OF DIRECTORS OF THE 
CANADIAN BROADCASTING CORPORATION 
AND THE MINISTER OF CANADIAN HERITAGE 


I have audited the balance sheet of the Canadian Broadcasting 
Corporation as at March 31, 1997 and the statements of operations, 
proprietor’s equity account and cash flow for the year then ended. 
These financial statements are the responsibility of the Corpo- 
ration’s management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Broad- 
casting Act, I report that, in my opinion, these principles have been 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part III of 
the Broadcasting Act and the by-laws of the Corporation. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
June 16, 1997 
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CANADIAN BROADCASTING CORPORATION—Continued 


BALANCE SHEET AS AT MARCH 31, 1997 
(in thousands of dollars) 
































ASSETS 1997 1996 
Current 
Cash and short-term investments ............ 216,137 181,055 
Accounts: receivablen. nero te 2 109,686 108,620 
PROSTAMNINVENLOLY ert ie renee tterenter reel 96,517 105,552 
Prepaid'Expenses tvat-th ckte iota eke ee ske te 21,361 33,666 
Deferred! incomeitax «7y.02. Ae peldeies atteteenerete 20,523 18,858 
464,224 447,751 
@apitaliassets (Note iP meters eae tl 1,185,099 1,219,056 
Deferred charges and other assets 
(Note'8) ier re ae cena anteriores tr 15,416 29,869 
1,200,515 1,248,925 
1,664,739 1,696,676 


LIABILITIES 


Current 
Accounts payable and accrued liabilities ..... 
ACCTUCG! VACALLOM DAY ire sia ea aateiere relate 
Employee termination benefits ............. 
Obligations under 
Capital leasesi(Note ll) {eee eer eee 


Long-term 
Employee termination benefits ............. 
Deferred pension liability 


(Gs ai 738) KO) iste ieieictctitaorncreatorrcb ac ornio.o1cto 


Obligations under capital leases 
(ONGIOAN Deas omnes owen orm cab io gatxtic 


PROPRIETOR’S EQUITY 


Proprietor’s equity account .................. 











1997 1996 
185,919 191579 
40,088 37,730 
112,104 153,293 
15,827 14,193 
353,938 396,795 
65,824 66,684 
97,748 155,314 
389,276 397,672 
552,848 619,670 
157,953 680,211 
1,664,739 1,696,676 





The accompanying notes form an integral part of the financial statements. 


LOUISE TREMBLAY 
Senior Vice-President, Resources 


Approved on behalf of the Board of Directors: 


GUYLAINE SAUCIER 
Director 


MICHEL DOYON 
Director 


CANADIAN BROADCASTING CORPORATION—Continued 


STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED MARCH 31, 1997 


(in thousands of dollars) 














Revenue 
Parliamentary appropriations 


CNOtE31(B)) See ited etelersdeorelcnate Cherise 
@therrevenue; net (Note'4). 2... acces oe 


Expense 
Television and radio service 


Transmission, distribution 


ANGEC OME CHORE a ym re ian hom roeinehmocuener ae 


Payments to private 


StALLOUS Hy Seen ciee ates sete ereciate s Souers tenses 
Gorporateimanagsement crow oc ws eee sole se 


Total expense before downsizing 


EXPenseand taxes eam ieieete sa 


Net operating loss before downsizing 


Expense and taxes mmrqeninielstctetciss elles 


Downsizing program 


(Notes) pears errna Qeies, teehee sie oe 


Parliamentary appropriation for downsizing 


coparONOS SEM onocoanooncnsosn05 


Provision for income 
and large corporations 


taxes\(NOtEIG): Bac cere susteies socieets ecaysteus 


Net operating loss for the year................ 


Reconciliation to government funding 
basis 
Deduct: net items not requiring current 
operating funds 


(Note Si(b)) fener cristo oe cette ee 


Operating fund surplus (deficit) 


HOTAHENY GAL bene hay c-usk conten « Clabstesvuareaat poi 


Operating fund (deficit) surplus, beginning 


Operating fund surplus (deficit), 


CNCIOLY CAT ert vaeus eet es Sane ayes stane svat 




















1997 1996 
854,449 963,229 
283,516 295,142 

1,137,965 1,258,371 
1,106,231 1,191,529 

80,388 85,858 

16,019 16,185 

16,622 22,085 

1,219,260 1,315,657 

(81,295) (57,286) 
(19,312) 205,501 
(41,975) (106,025) 

2,959 3,041 

(22,967) (159,803) 

63,921 153,018 

40,954 (6,785) 

(6,429) 356 

34,525 (6,429) 











The accompanying notes form an integral part of the financial statements. 


STATEMENT OF PROPRIETOR’S EQUITY ACCOUNT 


FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 
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1997 1996 
Balances beginning) Oinyearin mae eerie 680,211 738,599 
Add (deduct) 
Parliamentary appropriations (Note 3 (a)) 
POrCapitalenindspey-dcceraaes neta areca 96,709 97,415 
For working capital fund ................ 4,000 4,000 
Net operating loss for the year.............. (22,967) (159,803) 
Balancevendotnyecarnveraerr aceite aires 757,953 680,211 








The accompanying notes form an integral part of the financial statements. 


STATEMENT OF CASH FLOW 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 


























1997 1996 
Operating activities 
Net operating loss for the year.............. (22,967) (159,803) 
Gain on disposal of capital 
ASSCUS Heyes swerve Che de RPG ocak (202) (2,611) 
Items not involving cash 
Amortization of capital assets ............ 117,303 137,411 
Amortization of deferred charges 
andiotherassets sae ier tae eietstoieieee 14,453 7,418 
Employee termination benefits ........... (860) (37,409) 
Deferred pension contribution............ (57,566) 85,382 
Net change in working capital balances 
excluding cash and short-term 
investmentsi(NOte!l'5))eraersetee erates ecroe (24,208) 85,719 
25,953 116,107 
Financing activities 
Parliamentary appropriations (Note 3 (a)) 
Eoncapitaliundenaaqrcteryer teleost iene one 96,709 97,415 
For working Capital fund anette sens rents 4,000 4,000 
Proceeds on disposal of capital assets / 
financing from 
otherorganizations secre ye liter: 2,690 4,560 
103,399 105,975 
Investing activities 
Acquisition ofcapitallassetsaactan ct titcaiie (85,874) (81,438) 
Capital portion of lease 
DAY IMEN{S Hegre eer isl peter nenscteestennrspsiehays (13,188) (17,836) 
Refinancing of 
Capitalilease sem ryeraceier ikke aertere teres 4,792 
Weferredichargestnmrrartaetrrieite strstr ete (394) 
OthemassetSsperamcimacey keer rae earns 33 
(94,270) (99,635) 
Increase in cash and short-term 
INVESEMEHTSis avai seleten haem neared sats 35,082 122,447 
Cash and short-term investments, 
beginnin gol ycateascer vee tee tet 181,055 58,608 
Cash and short-term investments, 
SMOKE coon cHoodbeoononsOoadoCOUBE 216,137 181,055 








The accompanying notes form an integral part of the financial statements. 
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CANADIAN BROADCASTING CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1997 


1. Authority and objective 


The Canadian Broadcasting Corporation was first estab- 
lished by the 1936 Canadian Broadcasting Act and continued 
by the 1958, 1968 and 1991 Broadcasting Acts. The Corpo- 
ration is an agent of Her Majesty and all property acquired by 
the Corporation is the property of Her Majesty. 


As the national public broadcaster, the Canadian Broadcast- 
ing Corporation provides radio and television services in both 
official languages incorporating predominantly and distinc- 
tively Canadian programs to reflect Canada and its regions to 
national and regional audiences. 


2. Significant accounting policies 
(a) Basis of presentation 


The financial statements include the accounts of the Cor- 
poration and its proportionate share of the assets, 
liabilities, revenues and expenses relating to joint venture 
activities. 


(b) Parliamentary appropriations 


The Corporation is mainly financed by the Government of 
Canada. Parliamentary appropriations are provided for op- 
erating expenditures and downsizing expenses and are 
recorded as income. Parliamentary appropriations for capi- 
tal and working capital funds are credited to Proprietor’s 
Equity Account. 


(c) Program inventory 
Program inventory consists of: 


(i) Programs completed and in process of production, or avail- 
able for sale 


Programs completed and in process of production, or avail- 
able for sale are stated at cost. Cost includes the cost of 
materials and services, and the share of labour and overhead 
expenses applicable to programs. 


Program costs are charged to operations as the programs are 
broadcast or deemed unusable, or are sold. 


(ii) Film and script rights 


The Corporation enters into contracts for script and film 
broadcasting rights. As payments are made under the terms 
of each contract they are reflected in the accounts as prepaid 
film rights. The film rights are charged to operations on an 
accelerated basis as the programs are broadcast or when 
deemed unusable. 


(d) Short-term investments 


Short-term investments which include bank deposits, notes 
and treasury bills are valued at cost which approximates 
fair market value. 


(e) Capital assets 


Capital assets are recorded at cost. The cost of assets 
constructed by the Corporation includes material, engineer- 
ing services, direct labour and related overhead. Assets 
recorded as capital leases are initially recorded at the pre- 
sent value of the minimum lease payments at the inception 
of the lease. Amortization is calculated on the straight-line 
method using rates based on the estimated useful life of the 
assets as follows: 


—Buildings 33 years 
—Technical equipment 
Transmitters and towers 20 years 
Other 10 years 
—Furnishings and office equipment 10 years 
—Computers 5 years 
—Automotive 5 years 


Leasehold improverzents are capitalized and amortized 
over the remaining term of the respective leases to a maxi- 
mum period of five years. Amounts included in 
uncompleted capital projects are transferred to the appro- 
priate capital asset classification upon completion, and are 
then amortized according to the Corporation’s policy. 


(f) Deferred charges and other assets 


Deferred costs incurred in the development of specialty 
channels and goodwill arising from the acquisition of 
broadcast undertakings are amortized over seven years 
based on a normal license period. Deferred costs incurred 
by joint ventures are amortized over a period of five years. 
Other costs are amortized over the period of the respective 
agreements. 


(g) Pension cost and obligation 


The Corporation provides pensions based on length of serv- 
ice and final average earnings as classified under defined 
benefit retirement pension arrangements. 


The cost of pension benefits earned by employees is deter- 
mined using the projected benefit method of actuarial 
valuation with projected salary increases where appropri- 
ate, pro-rated on services and charged to operations as 
services are rendered. This cost reflects management’s best 
estimate of the pension fund’s expected investment yields, 
and of salary escalations, mortality of members, termina- 
tions and ages at which members will retire. The surplus on 
the introduction of this accounting policy, adjustments aris- 
ing from plan amendments, experience gains and losses and 
changes in assumptions are amortized over the estimated 
average remaining service life of the employee group. 


The difference between the accumulated pension expense 
and the employer’s contributions to the Pension Fund is 
reflected in the balance sheet as a long-term deferred 
charge or deferred pension liability as the case may be. 


(h) Other post-employment benefits 


In addition to pension benefits, the Corporation provides 
life insurance benefits to its retired employees. The costs 
related to this benefit are expensed as incurred by the 
Corporation during the post-retirement period. 
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NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1997—Continued 


(i) Employee termination benefits and vacation pay (b) The Corporation receives a significant portion of its fund- 


Employee termination benefits and vacation pay are ex- 
pensed as the benefits accrue to employees under their 
respective terms of employment. 


Termination benefits are calculated on an actuarial basis 
taking into account the future expected payments, the pro- 
babilities of payment and discount to the valuation date. 
The present value of the projected cost is recorded as a 
liability. 


Vacation pay is valued at cost calculated at salary levels in 
effect at the end of the year for all unused vacation pay 
benefits accruing to employees. 


(j) Measurement uncertainty 


The preparation of financial statements in accordance with 
generally accepted accounting principles requires manage- 
ment to make estimates and assumptions that affect the 
reported amount of assets and liabilities at the date of the 
financial statements and the reported amounts of income 
and expenses during the reporting period. Employee termi- 
nation benefits and deferred pension liability are the most 
significant items where estimates are used. Actual results 
could differ from those estimates. 


3. Parliamentary appropriations 


(a) Parliamentary appropriations approved and the payments 


received by the Corporation during the year are as follows: 


1997 1996 


(in thousands of dollars) 





Appropriations for: 


Operating Fund 
—Annual Operating Fund ......... 818,329 918,229 
—Transfer from Capital 
BUN sete eceee se ey Scat yes aye op ehe weve 36,120 45,000 





854,449 963,229 























DROREAI Ob aoe ae Soc sy oa: 41,975 106,025” 
ap ital hundivencnc.cstate deca stereerate aeons 140,829 142,415 
—Less: transfer to Operating 
litiGlanecas nese octereooatOS sma 36,120 45,000 
—Less: transfer to 97-98 
fiscaliveate smi «chess cect nate 8,000 
96,709 97,415 
4,000 4,000 


Working‘capital fund... 2.2.66... 








() Of this amount, a total of $50 million was received in the form 
of repayable advance which will be recovered from future appro- 
priations, with interest, starting in 1998-99 on an annual basis 
until 2009-10. 


ing through parliamentary appropriation and therefore 
manages its operations on a government funding basis. The 
actual expenditures requiring current operating funds are 
the essential measure of the Corporation’s financial oper- 
ating requirements for the year. 


The following summarizes the reconciling items not requir- 
ing or generating current operating funds: 


1997 1996 


(in thousands of dollars) 





Income items related to capital 
ASSCIS aren eae hie center (202) (2,611) 
Other income items included in the 
net revenue figure 
Amortization, employee termination 
benefits and vacation pay, 
deferred pension contribution, 








andiothenitemsmras) eee nee 4,704 8,927 
4,502 6,316 
Expense related to operating 
activities 
Amortization of 
capitalkassetsmey aac rere 117,303 137,411 
Goodwill/and’otherm s-s--42 1) eee 7,979 5,108 
Interest expense on 
Gapitalileasem eminence rele (1,384) 
Employee termination benefits 
and vacation pay............... 4,483 3,596 
Program inventory costs .......... (3,462) 1,900 
Deferred pension contribution...... (19,263) (9,527) 
107,040 137,104 
Messaincome Items saeranreciae ere (4,704) (8,927) 
Sub-total eeesructan tere scsocrsaeielree 102,336 128,177 
Downsizing—Employee 
termination benefits and 
Vacation pay te ccacemeere a lero ce (2,985) (57,547) 
Downsizing— 
Pension plan 
curtail mentier era ee eee: (38,303) 94,909 
JNO NE goonnocuusmqoadaas (1,629) (18,837) 
Net items not requiring 
current operating funds ........... 63,921 153,018 
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NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1997—Continued 


4. Other revenue, net 


This consists of the following items: 
March 31, 1997 March 31, 1996 


Revenue Expense Net Revenue Expense Net 











(in thousands of dollars) 




















AdVertisin gas 5552p LGR a ence el als Actes Meets 293,664 43,142 250,522 305,508 44,041 261,467 
Specialiprogrammingievents eer ene eerie ante 58,446 $5,530 2,916 
Specialty services 
CBC iNewsworld Fron c see recent ei aan ace 54,677 54,817 (140) 51,173 51,814 (641) 
RUD Sep Gerorete tater he eee Fae scart Sees oases cee eins 30,598 30,603 (5) 27,500 27,908 (408) 
Program SAleS rence ede once CCCI TE Reena ae ero, 12,724 11,833 891 13,598 12,043 1,555 
1G) My Sarena oar a es Set 3 A ch, 1 OPER PTR, ROME RES MENON 6,419 16,924 (10,505) 10,080 16,448 (6,368) 
Miscellaneous ihe an tcrvs ica cere eete re riot caer ey nce see ee as 52,498 12,661 39,837 56,321 16,784 39,537 
509,026 225,510 283,516 464,180 169,038 295,142 
Advertising 


Revenues from the sale of advertising time are reflected 
here, net of the selling and marketing expenses required to 
generate the revenues. 


Special programming events 


Special programming events are defined as events for which 
the revenues or expenses are individually significant and are 
not part of the regular annual programming schedule. For 
1996-97, special programming events include the Olympic 
Games and the World Cup of Hockey. . 


Specialty services—CBC Newsworld and RDI 


The Corporation operates CBC Newsworld and RDI under 
license conditions that the operations be reported on an incre- 
mental cost and revenue basis. In compliance with the license 
conditions, the Corporation will report the above results for 
1997, and has reported the results for 1996, to the Canadian 
Radio-Television and Telecommunications Commission. 


As at March 31, 1997, the cumulative net operating surplus 
carried forward to Fund CBC Newsworld’s future years’ activ- 
ities totalled $0.5 million (1996—$0.6 million) and for RDI, a 
surplus of seven thousand dollars (1996—twelve thousand 
dollars). These activities are an integral part of the operations 
of the Corporation. 


Program sales 


Revenue generated through the sale of programming to out- 
side broadcasters and the related marketing expenses are 
included here. 


Radio Canada International (RCI) 


For 1995-96 and 1996-97, the Corporation agreed to subsi- 
dize the operations of RCI. Revenue represents funding 
received from various government departments and agencies. 


Miscellaneous 


Revenues from the rental and sale of facilities and services, 
lease of transmitter sites, interest receipts, and joint venture 
activities are reflected here, partly offset by any incremental 
expenses related to the revenues. 





NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1997—Continued 


5. Downsizing program 


The Corporation continued its cost reduction efforts to ad- 
dress the impact of the budget cuts announced by the 
Government of Canada. 


The downsizing program resulted in the departure of em- 
ployees through incentive programs and lay-offs. 


Management’s best estimate of the costs associated with the 
three year downsizing program is as follows: 


1997 1996 1995 Total 


(in thousands of dollars) 





Employee 

termination and 

special benefits ........ 11,283 99,350 33,274 143,907 
Pension expense‘) ....... (38,303) 94,909 4,000 60,606 
Transfer and removal, 

outplacements, 

and OlWel eer. sem sees 7,708 11,242 18,950 


(19,312) 205,501 37,274 223,463 





Reconciliation 
to government 
funding 
basis 

Unfunded expenses 

recorded 
annually as 
part of normal 
operations, in 


previous 
VERIE TS en eonce na te 2,985 57,547 23,051 83,583 
Pension expense “) ..... 38,303 (94,909) (4,000) (60,606) 





Expenses on 
a government 


funding basis......... 21,976 168,139 56,325 246,440 








Other downsizing costs, which could not be reasonably es- 
timated, will be recorded as incurred. 


The Corporation has requested further assistance from the 
Government of Canada to fund the cost of the downsizing 
program. 


The pension costs of the downsizing program (1996—$94.9 mil- 
lion) were adjusted downward by $38.3 million to reflect 
management’s revised cost estimates for terminations and retire- 
ments. 


(2) Employee termination benefits and vacation pay expensed annu- 
ally as benefits accrued to employees under their respective 
terms of employment. 


6. Income and large corporations taxes 


The Corporation is a prescribed federal Crown corporation 
under Part LXXI of the Income Tax Regulations and is subject 
to the provisions of the Income Tax Act (Canada). The Corpo- 
ration is not subject to provincial income taxes on its own 
activities. 


The Corporation’s net provision for tax of $2.9 million 
(1996—$3.0 million) is the difference between the provision 
for income and large corporations taxes of $4.6 million 
(1996—$21.9 million) and deferred income tax of $1.7 million 
(1996—$18.9 million). 
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The Corporation has net timing differences resulting from 
items reported for tax purposes in different periods than for 
accounting purposes of $58.1 million (1996—$161.4 million), 
the benefit of which has not been recognized in the financial 
statements. These timing differences generally result from the 
accrual of pension and severance pay costs, and capital cost 
allowance on its long-term capital lease where funding for the 
lease obligation is provided over several years. Capital cost 
allowance is not claimed on other capital assets, as the related 
capital funding is usually received in full in the same year in 
which the asset is acquired. 


. Capital assets 





1997 1996 
Accu- Net Net 
mulated book book 
Cost amortization value value 








(in thousands of dollars) 


Bands eee ae 35,560 35,560 35,941 
Buildingsieeeme meee 348,838 182,363 166,475 168,416 
Technical equipment....... 1,091,251 644,875 446,376 462,248 


Furnishings, office 
equipment and 


Computerssaracie aes as 76,754 47,061 29,693 32,806 
FAUILOMOLLVe Heenan ernie 28,710 19,765 8,945 11,079 
Leasehold improvements .. . i221 4,827 2,394 2,124 
Property under 

Capitallleases: es mtleery: 511,575 61,329 450,246 465,015 
Uncompleted capital 

DIOjeCisnawacraseeicer 45,410 45,410 41,427 





2,145,319 960,220 1,185,099 1,219,056 








8. Deferred charges and other assets 





1997 1996 
Accu- Net Net 
mulated book book 
Cost amortization value value 





(in thousands of dollars) 
Deferred charges 


CBC Newsworld ....... 297 
Réseau de 
Pintormation. 2s 5,243 1,459 3,784 4,671 
Joint venture 
ACUIVItIES 4... eee 2,839 E35 1,704 2,219 
Other agreements....... 18,509 8,583 9,926 14,218 
Goodwillkaeresnee the een 9,799 9,799 7,582 
Investmentsiiaaericter ier 882 880 2) 882 





BT 2i2 21,856 15,416 29,869 








9. Business venture activities 


The Corporation has net equity of $5.4 million (1996— 
$6.1 million) in joint business ventures which are accounted 
for using the proportionate consolidation method. 
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NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1997—Concluded 


10. Deferred pension liability 


Projections from an actuarial valuation prepared for ac- 
counting purposes show an estimated present value of accrued 
pension benefits of $2,556.8 million as at March 31, 1997 
(1996—$2,500.4 million) which includes $11.4 million 
(1996—$9.0 million) of unfunded retirement benefits. The 
actuarial value of the pension fund assets as at March 31, 1997 
was $2,767.6 million (1996—$2,562.4 million). 


The deferred pension liability as at March 31, 1997 amount- 
ing to $97.7 million (1996—$155.3 million) is the difference 
between the accumulated pension expense and the employer’s 
contributions to the pension fund. 


. Obligations under capital leases 


(a) Broadcasting Centre, Toronto 


Payments under the Broadcast Centre Building Lease are 
tied to the landlord’s cost of financing. In 1996-97, the 
landlord, Broadcast Centre Trust, refinanced the building 
ona long-term basis, leading to an amendment of the CBC’s 
lease payment schedule. 


The lease payments, under the terms of the amended pay- 
ment schedule, are now fixed at $33,038,796 per annum 
until April 2027. 


Future minimum lease payments and the obligation under 
the Broadcasting Centre Lease are as follows: 


(in thousands 


of dollars) 
ISLES cays ee sinc #8 Sent e CRY ACPO staan Pa PAR Ea e oe 33,039 
NSLS Fa SMR o ae Old oo Bier n eke ae orn. re meter oicnin 33,039 
DOO OK arcbtogh' ksnenngeeu eater ee oI Sac Re ox RT a 33,039 
2 OO Serta cates Ne ey ea frac Se Nem ape RRS eK aal BMCa heaton ake 33,039 
O10 Pepe PERE Os ORISA Pee a OM a EEO mee 33,039 
Mhereahter ss eset te silo esncneeatekos mramoererlersinemeerelera« 842,488 
Totalimimimum«fhiture paymentse secre erre erie: 1,007,683 
Deductaunputedmnteresi(7-o5170) mete iaeiaereiete eraser 602,745 
Obligation under capital 

LO ASC Fae. RES ine are arse OR iags eto aia lara onenete 


404,938 


CBC owns the land on which the Toronto Broadcast Centre 
is located. 


(b) Other 


As at March 31, 1997, the Corporation’s obligation related 
to a capital lease, other than the Broadcasting Centre in 
Toronto, amounted to $165,000. 


12. Commitments 


(a) Program related and other 


As at March 31, 1997, commitments for sports rights 
amounted to $120.1 million; procured programs, film rights 
and co-productions amounted to $29.3 million and capital 
assets amounted to $9.6 million for total commitments of 
$159 million. 


IM). 


16. 


(b) Operating leases 


Future annual payments related to operating leases are as 


follows: 
(in thousands 

of dollars) 
oe) eee Rie re koa aoe rome eha ania 60,778 
TOGO Re Re AOA LBS See ica 2 tacclctein Meuaeebone oan 46,588 
AUT) Ue Rae Ahi sorta rime OOD hamamtoonAGnt 31,834 
PANU, oS iin co OOO ko Ome ag Hoickants 3,714 
DADS 5 et Bias Sear iSO RII OM Gara erericdita ac Ls 
DOOS*206 20. crs. s cree! go sate See OER ee eee 3,877 
Totaliinture payments anny) acer ences carewicesare 148,544 


(c) Joint venture activities 


The Corporation’s proportionate share of commitments re- 
lated to joint venture activities totalled $6.8 million 
(1996—$5.7 million). 


. Contingencies 


Various claims and legal proceedings have been asserted or 
instituted against the Corporation, including some which de- 
mand large monetary damages or other relief which could 
result in significant expenditures. Litigation is subject to many 
uncertainties, and the outcome of individual matters is not 
predictable. A provision for these expenditures has been re- 
corded based on management’s best estimate. It is reasonably 
possible that the Corporation may have to settle some of these 
claims for amounts in excess of established reserves in the near 
term. Any such costs will be charged to operations as incurred. 


. Related party transactions 


The Corporation is related in terms of common ownership 
and enters into transactions with other Government depart- 
ments, agencies and Crown corporations in the normal course 
of business on normal trade terms applicable to all individuals 
and enterprises. Transactions with the Government of Canada 
are outlined in Notes 3 and 4. 


Net change in non-cash working capital balances 


1997 1996 
(in thousands of dollars) 
Cash provided by (used for): 


Accounts recelVablemenemeratieeieennraec (1,066) (5,228) 
Progranlanventory iene rian 9,035 (884) 
Prepard/expenseseem ce seein eee 12,305 (3,789) 
Deferredincome'taxes= +2. s.04. 00ers (1,665) (18,858) 
Accounts payable and 

accruedsiabiigiesi mrt ener (5,660) 15,183 


Short-term portion of 
capitaluleases’s :lvraceaeh anne eveenaos a 40 2 





Obligations under capital leases ........ 1,634 (1,384) 
AAcemied Vacation payaee rn ecrnere crn 2,358 (16,542) 
Employee termination benefits ......... (41,189) A729 

(24,208) 85,719 








Comparative figures 


Certain of the 1996 comparative figures have been reclassi- 
fied to conform to the current year’s presentation. 








CANADIAN COMMERCIAL CORPORATION 


MANAGEMENT RESPONSIBILITY FOR 
FINANCIAL STATEMENTS 


The financial statements of the Canadian Commercial Corpo- 
ration and all information in this annual report are the responsibility 
of management and have been approved by the Board of Directors. 
The statements have been prepared in accordance with generally 
accepted accounting principles, using management’s best estimates 
and judgements, where appropriate. Financial information pre- 
sented elsewhere in the annual report is consistent with the 
statements. 


In discharging its responsibility for financial reporting, manage- 
ment maintains and relies on financial and management control 
systems and practices which are designed to provide reasonable 
assurance that transactions are authorized, assets are safeguarded, 
and proper records are maintained. These controls and practices are 
intended to ensure the orderly conduct of business, the accuracy of 
accounting records, the timely preparation of reliable financial 
information and adherence to corporate policies and statutory re- 
quirements. 


The Audit Committee oversees management’s responsibilities for 
maintaining adequate control systems and the quality of financial 
reporting. The Corporation’s external auditors and those conducting 
its internal audits have full and free access to the Audit Committee 
to discuss the results of their work and to express their concerns and 
opinions. 


The independent auditor, the Auditor General of Canada, is re- 
sponsible for auditing the transactions and financial statements of 
the Corporation, and for issuing his report thereon. 


Robert G. Wright 
President 


F. O. Kelly 
Director, Corporate Services 
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AUDITOR’S REPORT 


TO THE MINISTER FOR INTERNATIONAL TRADE 


I have audited the balance sheet of the Canadian Commercial 
Corporation as at March 31, 1997 and the statements of operations 
and retained earnings and changes in financial position for the year 
then ended. These financial statements are the responsibility of the 
Corporation’s management. My responsibility is to express an opin- 
ion on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Canadian 
Commercial Corporation Act and the by-laws of the Corporation. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 5, 1997 
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BALANCE SHEET AS AT MARCH 31, 1997 
(in thousands of dollars) 























ASSETS 1997 1996 
Cash and short-term deposits (Note 3).......... 55,050 55,863 
Accounts receivable (Note 4)................. 122,655 122,806 
Advances to suppliers aia-nyia- etnies seers 35,382 70,549 
Progress payments to suppliers................ 37,404 63,564 
250,491 312,782 





The accompanying notes are an integral part of the financial statements. 


Approved by the Board: 


ROBERT G. WRIGHT 
President 


ANDRE TREPANIER 
Director 


LIABILITIES 


Accounts payable and accrued liabilities 

(Note 4) Seta seat orisis seteaciaceneuse hanes eco cases 
Advances from Customers. ..ee eee ee is 
Progress payments from customers............ 
Provision for additional contract costs 

(Aw (s) lo) lentaige oom moctocaincasoracdct odumcid 


Employee termination benefits ............... 


Contingencies (Note 7) 
EQUITY OF CANADA 


Contributedicapitalemerrncemit rte strierene 
Retained earnings acy. ccisrcveteryscereteerel scrneie ns 








1997 1996 
135,640 124,977 
59,236 105,331 
36,715 63,589 
594 1,294 
232,185 295,191 
1,054 967 
233,239 296,158 
10,000 10,000 
ee 6,624 
17,252 16,624 
250,491 312,782 
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STATEMENT OF OPERATIONS 












































AND RETAINED EARNINGS STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1997 FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) (in thousands of dollars) 
1997 1996 1997 1996 
Revenues Financing activities 
Contract billings (Note 8)...............00. 904,637 973,252 Parliamentary appropriation................ 10,941 11,823 
Interest-and OthenTeVventier. .amsiet- « ele ae «s 2,907 1,330 Operating activities 
907,544 974,582 RECeIpts Irom CUSLOMELS Hee aa. teeiel yee: 831,262 978,027 
Ditetes Th. Interest and other income received .......... 2,907 1,330 
x ; 
ly. Pay MentScOcSUpPPIIETSate ont. aretd haves eiiertate (832,475) (1,003,573) 
Cost of contract billings (Note 8)............ 904,637 973,252 K davinisinati ; aia. 
: 3 trat Loos Gib oie apse is omei oor 
AaditronalucontractcOstSu.,.. ...0.ssheee sacs: 254 1,075 es a coe : oe ee SE 
Administrative expenses.................-- 12,966 13,730 Cash used in operating 
activities (Note 12)..... Teese yaaa ehege re Oepenye 11,754 Sion 
917,857 988,057 ) 
; Se Se Decrease in cash and short-term 
Net results of operations before deposits ............. (813) (25,548) 
parliamentary appropriation ................ (10,313) (13,475) Cash and short-term deposits at beginning of i 
Parliamentary appropriation.................. 10,941 11,823 7 ae OS AUIS Re ge beg Oa 55.863 81.411 
Net results of operations after Cash and short-term deposits at end of 
parliamentary appropriation ................ 628 (1,652) Veatec ran. Sass, c che anes: 55.050 55.863 
Retainedearningsat : : 


es aise Of Vode lestexntyat, Anyone niece 6,624 8,276 The accompanying notes are an integral part of the financial statements. 





Retained earnings at 
SNCION y CAL pe rterccsreciier sy ownicie, weer oxa sua yoToue sss Tp2o2 6,624 


The accompanying notes are an integral part of the financial statements. 











NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997 


1. Nature, organization and funding 


The Corporation was established in 1946 by the Canadian 
Commercial Corporation Act and is an agent Crown corpo- 
ration listed in Part I of Schedule III to the Financial 
Administration Act. 


The Corporation acts as the prime contracting agency when 
other countries and international organizations wish to pur- 
chase products and services from Canada. Contracts are made 
with foreign governments, international organizations and 
other buyers. Corresponding supply contracts are entered into 
with Canadian firms by the Corporation. 


The Government has provided the Corporation with $10 mil- 
lion as contributed capital. The Corporation also has authority 
to draw loans from the Consolidated Revenue Fund in amounts 
up to a total of $10 million as required to supplement its 
working capital. Annually, the Corporation seeks funding for 
its operations through parliamentary appropriation. 


The Corporation is not subject to the provisions of the 
Income Tax Act. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


2. Significant accounting policies (c) Pension plan 


These financial statements are prepared in accordance with 
generally accepted accounting principles. A summary of sig- 
nificant policies follows: 


(a) Contracts 


The Corporation uses the percentage-of-completion 
method when accounting for contracts involving progress 
payments. The cost of contract billings and related reve- 
nues are recognized on receipt of progress billings from 
suppliers. Since title has not yet passed to customers, the 
Corporation recognizes the progress payments made to 
suppliers as an asset and the progress payments received 
from customers as a liability. The related progress pay- 
ments are reduced when deliveries are accepted by the 
customer. 


Progress payments from customers and to suppliers, repre- 
sent payments made by foreign buyers and to Canadian 
exporters on contracts where the partial recoupment of 
costs (usually 80%), associated with the work performed 
on a contract leading up to delivery, is allowed. These 
payments are not loans. Given that the payment flows 
through to the Canadian exporter, the liabilities are essen- 
tially offset on the asset side of the balance sheet. 


Advances from customers and to suppliers, represent a 
downpayment made at the outset of the contract, before any 
work has been performed, as agreed upon by the foreign 
buyer. These payments are not loans. 


Additional contract costs incurred primarily as a result of 
suppliers failing to fulfil their obligations to the Corpo- 
ration are determined on a contract-by-contract basis. 
These costs are recorded in the statement of operations in 
the year in which the non-performance is identified and the 
additional costs to be incurred by the Corporation are rea- 
sonably determinable. 


(b) Foreign currency translation 


Assets and liabilities denominated in foreign currencies are 
translated into Canadian dollars at the year-end exchange 
rates. Revenues and expenses are translated at the average 
exchange rates for the month in which the transactions 
occur. Exchange gains and losses arising from translation 
of foreign currencies are included in other income. 


Contracts with foreign customers and corresponding con- 
tracts with Canadian suppliers are generally entered into in 
the same currency. The Corporation uses this and other 
techniques in order to effectively transfer currency and 
credit risk to the supplier. 


The Corporation maintains some working capital in other 
currencies to facilitate the cash flow between foreign cus- 
tomers and Canadian suppliers. 


Employees of the Corporation are covered by the Public 
Service Superannuation Plan administered by the Govern- 
ment of Canada. Under present legislation, contributions 
made by the Corporation to the Plan are limited to an 
amount equal to the employee’s contributions on account 
of current service. These contributions represent the total 
pension obligations of the Corporation and are charged to 
operations on a current basis. The Corporation is not re- 
quired under present legislation to make contributions with 
respect to any actuarial deficiencies of the Public Service 
Superannuation Account. 


(d) Employee termination benefits 


Employees of the Corporation are entitled to specified 
termination benefits, calculated at salary levels in effect at 
the time of termination, as provided for under collective 
agreements and conditions of employment. The liability for 
these benefits is recorded in the accounts as the benefits 
accrue to employees. 


The liability for employee termination benefits is estimated 
by management based on current entitlements. 


3. Cash and short-term deposits 


As at March 31, 1997, cash and short-term deposits include: 


Years ended March 31 
1997 1996 








(in thousands of dollars) 


Unencumbered balances 

















WSidollarsmaccee toe erect 24,225 12,343 
Poundsysterling aceite tiiaeriaciort 535 1,720 
@anadianidollarsmerra eer etorerie i rrete 3,283 6,188 
28,043 20,251 
Held in trust 
WSidollarszy tacyacat.cicncetrenarsteretakecretereieis 2,867 
Australian’dollarsie ee tee eras oe §,229 6,589 
Deutschmarkiyanececcrrsocn cet cere: 8,844 17,456 
Ganadianidollarsienee aici citrated 10,067 11,567 
27,007 35,612 
Total 
WSidollatsersanccmateuimenmtnctnencoen 27,092 12,343 
@thenforeien currencies;....-1-1ase re 14,608 25,765 
Ganadianidollarsseeeenee iene 13,350 WES) 
55,050 55,863 








Interest earned on cash and short-term deposits held in trust 
is credited to the customer. The Corporation invests in short- 
term deposits in Canadian Schedule A banks. Average term to 
maturity is less than 21 days. The overall portfolio yield at 
March 31, 1997 was 4.9%. 


At the beginning of the year, the Corporation held notes 
receivable with a net book value of $2,496,000. During the 
year, the Corporation received a settlement in excess of the 
notes’ book value. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


4. Accounts receivable and accounts payable 9. Related party transactions 


Accounts receivable are due on normal trade terms and are 
non-interest bearing. 


Accounts payable are due on normal trade terms, except 
those due to small and medium-sized enterprises which are 
paid within 15 days. In neither case is interest charged. 


As at March 31, 1997 the Corporation has accounts receiv- 
able from foreign governments of $122,212,000 (1996— 
$121,806,000), net of a provision of $1,048,000 (1996— 
$1,616,000) to cover the possible non-collection of certain 
accounts. 


. Provision for additional contract costs 


The Corporation may incur additional contract costs should 
suppliers not fulfil the terms of their contracts. The Corpo- 
ration has recorded a provision of $594,000 as of March 31, 
1997 (1996—$1,294,000), representing management’s best es- 
timate of the additional costs which will be incurred by the 
Corporation to meet its contractual obligations. It is manage- 
ment’s view, based on existing knowledge, that changes in 
future conditions in the near term should not require a material 
change in this provision. 


. Contractual obligations 


The Corporation is obligated to fulfil numerous contracts 
with foreign customers. The total contract value remaining to 
be fulfilled approximates $1.3 billion as at March 31, 1997 
(1996—$1.6 billion). 


Under the Progress Payment Program the Corporation also 
indemnifies participating banks for amounts they have ad- 
vanced to the Corporation’s suppliers. The Corporation has a 
claim through the bank to offset these indemnities. The amount 
of outstanding indemnities as of March 31, 1997 is $6,400,000 
(1996—$2,000,000). 


. Contingencies 


The Corporation was served with a statement of claim 
wherein the plaintiff, a supplier, seeks substantial damages 
arising out of alleged losses from contracts completed in 1993. 
Based on advice from legal counsel, the potential liability of 
the Corporation and the consequent damages arising from any 
such liability are, at present, not determinable. Amounts, if 
any, payable by the Corporation will be recorded in the year in 
which they can be determined. 


. Segmented information 


The Corporation facilitates the sale of Canadian goods to 
foreign governments, international agencies and other buyers 
throughout the world. Contract billings were distributed as 
follows: 


Years ended March 31 
1997 1996 


(in thousands of dollars) 











US Government and buyers .............. 581,134 578,809 

Other Foreign Governments 
ANCIDUY ETS eee veretetaue tha lera sierorerer ala 315,957 364,443 
United Nations Agencies................. 7,546 30,000 
904,637 973,252 








Ie 


The Corporation is related in terms of common ownership to 
all Government of Canada-created departments, agencies and 
Crown corporations. The Corporation enters into transactions 
with these entities in the normal course of business. The Cor- 
poration had the following transactions with related parties in 
addition to those disclosed elsewhere in these financial state- 
ments: 


(a) Public Works and Government Services Canada 


Public Works and Government Services Canada provides 
contract management services to the Corporation at prede- 
termined negotiated rates based on the amounts of contracts 
procured, and provides certain functions at cost. For the 
year ended March 31, 1997 the cost of these services 
amounted to $3,108,000 (1996—$4,186,000) and are in- 
cluded in the administrative expenses. 


(b) Department of Justice 


The Department of Justice represents the Corporation in 
certain matters. The Corporation pays for legal fees and 
expenses incurred in connection with specific actions. For 
the year ended March 31, 1997 the cost of legal fees and 
expenses for specific actions amounted to $484,000 
(1996—$701,000), and are included in the administrative 
expenses. 


As a result of all related party transactions, the amounts due 
from and to these parties are $165,000 (1996—$528,000) and 
$273,000 (1996—$1,399,000) and are included in the accounts 
receivable and accounts payable respectively. 


In addition, government departments provided the Corpo- 
ration with certain administrative services without charge. The 
value of these services is not recorded in the Corporation’s 
accounts. 


. Insurance 


While the Corporation follows the practice of self-insuring, 
specific insurance is carried relating to fraud, computer hard- 
ware and software, office furniture and fixtures, and travel 
accident and medical. 


Lease commitments 


In March 1995, the Corporation entered into a ten-year lease 
agreement for office space effective October 1, 1995. The 
annual payments for the duration of the lease will approximate 
$775,000. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Concluded 
i. Reconciliation of net results to cash used in operating activ- 
ities 
Years ended March 31 
1997 1996 








(in thousands of dollars) 


Net results of operations before 
parliamentary appropriation............ (10,313) (13,475) 
Adjustments to reconcile 
net results to 
net cash used in 
operating activities: 


Decrease in accounts receivable......... 151 31,318 
Decrease in advances 

tovSUppliersT cise t cectomeielerrecress 35,167 23,398 
Decrease (increase) in progress 

payments to:Suppliers eters 26,160 (8,748) 
Increase (decrease) in accounts payable 

and accrued liabilities............... 10,663 (43,943) 
(Decrease) in advances from customers. . . (46,095) (35,643) 
(Decrease) increase in progress 

payments from customers............ (26,874) 8,663 


(Decrease) increase 
in provision for 


additional contract costs............. (700) 1,038 
Increase in employee termination 
benefits tyetces wicgert sinters sis eletenetaasssvereuess' 87 2 
MotalcadjistmentSym-nis adehstreotedoate eee (1,441) (23,896) 





Cash used in 
Operating activities ert reeeeit (11,754) (37,371) 








13. Comparative figures 


Certain 1995-96 figures have been reclassified to conform 
with the current year presentation. 
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MANAGEMENT RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The financial statements of the Canadian Dairy Commission and 
all information in this annual report are the responsibility of man- 
agement. The statements have been prepared in accordance with 
generally accepted accounting principles, using management’s best 
estimates and judgements where appropriate. Financial information 
presented elsewhere in the annual report is consistent with the 
statements provided. 


In discharging its responsibility for financial reporting, manage- 
ment maintains and relies on financial and management control 
systems and practices designed to provide reasonable assurance that 
transactions are authorized, assets are safeguarded, and proper 
records are maintained. These controls and practices ensure the 
orderly conduct of business, the accuracy of accounting records, the 
timely preparation of reliable financial information and the adher- 
ence to Commission policies and statutory requirements. The 
process includes management’s annual communication to employ- 
ees of Treasury Board’s guidelines on conflict of interest and code 
of conduct. 


The Audit Committee of the Canadian Dairy Commission, made 
up of the Commissioners, oversees management’s responsibilities 
for maintaining adequate control systems and the quality of finan- 
cial reporting. The Commission’s internal and external auditors 
have free access to the Audit Committee to discuss the results of 
their work and to express their concerns and opinions. 


The transactions and financial statements of the Commission 
have been audited by the Auditor General of Canada, the inde- 
pendent auditor for the Government of Canada. 


Gilles Prégent 
Chairman 


Paul Simard 
Director of Finance 


AUDITOR’S REPORT 
TO THE MINISTER OF AGRICULTURE AND AGRI-FOOD 


I have audited the balance sheet of the Canadian Dairy Commis- 
sion as at July 31, 1996 and the statement of operations and funding 
by producers and the statement of dairy support program operations 
and costs funded by the Government of Canada for the year then 
ended. These financial statements are the responsibility of the Com- 
mission’s management. My responsibility is to express an opinion 
on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Commission as at 
July 31, 1996 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with gen- 
erally accepted accounting principles. As required by the Financial 
Administration Act, | report that, in my opinion, these principles 
have been applied on a basis consistent with that of the preceding 
year. 


Further, in my opinion, the transactions of the Commission that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Canadian 
Dairy Commission Act and the by-laws of the Commission. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
September 27, 1996 
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BALANCE SHEET AS AT JULY 31, 1996 
(in thousands of dollars) 





















































ASSETS 1996 1995 LIABILITIES 1996 1995 
Accounts receivable Accounts payable and accrued liabilities ....... 33,734 49,464 
SINAGCE Feet, Pe lotedre teins oaks, aot eee Gaths MCAS anes Miers 14,038 259 Subsidies payable to producers............... 18,638 27,067 
Government of Canada Allowance for losses on outstanding 
(Dairy;support Program) sf)... ei «es cee 18,645 27,180 purchase‘commitments sence asst nee 1,856 
ProducemleVies yctiaerce ota sara ai aive aerate 7,502 67,743 Loans from Government of Canada 
RVEHLONES (INOLE.3)) nosis hve iorsiaee atures ech 105,821 94,150 (Notes) ere eee eee nee oe 75,266 69,334 
146,006 189,332 127,638 147,721 
Pooling account (Note 4) Pooling account 
CONS 15 reece CaO SOC Re Oa Oe Seno 1,427 Due to provincial marketing 
Due from provincial marketing boards:and agencies) .meermear ee ecient 12,440 
NoOards anda gencles seme ett iat 11,140 OSUCR VA DININES con o's oo cunobneoone sour 127 
12,567 12,567 
EXCESS OF FUNDING 
BY PRODUCER 
(NOTE 6) 
Excess iaviend Of penod meer arene ee 18,368 41,611 
158,573 189,332 158,573 189,332 








The accompanying notes and schedule are an integral part of these financial statements. 


Approved: 


GILLES PREGENT 
Chairman 


LOUIS BALCAEN 
Vice-Chairman 


PAUL SIMARD 
Director of Finance 
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STATEMENT OF OPERATIONS 

AND FUNDING BY PRODUCERS 

FOR THE YEAR ENDED JULY 31, 1996 
(in thousands of dollars) 









































1996 1995 

Export:salesmeyeirsnecns tin iercsy mean eaeke cc arenes 212,160 138,605 
Gostiof Zoods SOld actin. ateteriersts reer 243,296 195,789 
Bossvon exportSales: ceri tiet-nreehkr a erensien 31,136 57,184 
Domestic'salesitc.. ance here cctaesctear eevee eerste 90,945 76,233 
Costiosgoods sold Se) aac cial tae resee 92,057 76,100 
Loss (margin) on domestic 

SLO ct cae cis ees Boonie coliareleketaxo stan RTECS Oe es 2 (133) 
Totalilossvonisaleswpencs teers tyerteteuer tars terete 32,248 57,051 
Assistance and! ex Pensesmer iri ictiaiiniectetnat: 22,262 104,554 
Motalicost of operatlonsmmmrer eter 54,510 161,605 
Less portion of administrative 

expenses funded by the Government 

of Canada fas, pt eas int eine ene 2,339 2,493 
Net cost of operations funded by 

RNG aii, Acmso Aen Oooo DAB OCoee tae cde S250 159,112 
Funding by producers 

(NCO) Socod od so heosnobondcaaaedndo 16 64,550 192,374 
Excess of funding 

Ofmneticost OL Operations, wyrciteiss iet-roterts 127379 33,262 
px cessiatibeginningiOL Yeates yeittanttne lianas 41,611 20,149 

53,990 - 53,411 

Refunds of previous 

SEIN Coco obs o pode tal go0opo SoD ome 35,622 11,800 
Excessiat end! of yeanenan essere rane 18,368 41,611 





The accompanying notes and schedule are an integral part of these financial 


statements. 


STATEMENT OF DAIRY SUPPORT PROGRAM OPERATIONS 
AND COSTS FUNDED BY THE GOVERNMENT OF CANADA 


FOR THE YEAR ENDED JULY 31, 1996 
(in thousands of dollars) 














1996 1995 

Subsides to producers of 

industrial milk: analcream\an.- cyte) 184,958 221,821 
Administrative expense seer errr artiste ala 2,339 2,493 
Costs of production and dairy 

Policy studies. seen cere aee 347 361 
Total costs funded by the Government 

ati Caniaday cates weicesscccheterLaneterere Serene toads 187,644 224,675 








The accompanying notes and schedule are an integral part of these financial 


statements. 


NOTES TO FINANCIAL STATEMENTS 
JULY 3), 3996 


1. The Commission 


The Canadian Dairy Commission (the "Commission"), is an 
agent Crown corporation named in Part I, Schedule III to the 
Financial Administration Act and is not subject to the provi- 
sions of the Income Tax Act. The objects of the Commission, 
as established by the Canadian Dairy Commission Act (CDC 
Act), are "to provide efficient producers of milk and cream 
with the opportunity of obtaining a fair return for their labour 
and investment and to provide consumers of dairy products 
with a continuous and adequate supply of dairy products of 
high quality”. 


The Commission administers the dairy support program 
funded by the Government of Canada, under which it makes 
subsidy payments to producers. In cooperation with the Cana- 
dian Milk Supply Management Committee (CMSMC), which 
it chairs, the Commission undertakes the management and 
administration of operations funded by producers partly 
through levies. The results of the Commission’s operations in 
each of these areas are presented in the Statement of Dairy 
Support Program Operations and Costs Funded by the Govern- 
ment of Canada, and in the Statement of Operations and 
Funding by Producers, respectively, in order to distinguish the 
accountability relationships for them. 


The Commission purchases all butter and skim milk powder 
tendered to it at either the Canadian support price or at the 
international market price, depending on the intended resale 
markets. While a major portion of the butter purchased by the 
Commission is later resold in the domestic market, most of the 
skim milk powder is in excess of domestic needs and is ex- 
ported. The Commission sells production surplus to domestic 
requirements in the form of whole milk products, skim milk 
powder and butter on international markets. Historically, 
prices on international markets have usually been lower than 
Canadian support prices. 


The Commission implemented a number of changes to its 
programs and policies at the beginning of the 1995-96 dairy 
year. These changes, developed in conjunction with the dairy 
industry, were necessary as a result of Canada’s commitments 
under the North America Free Trade Agreement and the World 
Trade Organization Agreement. Amendments to the CDC Act 
to accommodate these changes received Royal Assent in 
July 1995. 


Effective August 1, 1995 the Commission administers a new 
special milk class pricing and pooling of market returns system 
which provides milk components to further processors and 
exporters through processors at competitive prices. These 
prices are established at levels according to a mechanism 
agreed to by the CMSMC. This arrangement has eliminated the 
need for the Commission to make assistance payments to 
processors and exporters of dairy products. Also, the Commis- 
sion purchases most of the dairy products destined for export 
at world prices, thereby significantly reducing the requirement 
for producer levies. Effective August 1, 1996, producer levies 
will no longer be collected to finance marketing and adminis- 
trative costs. 
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NOTES TO FINANCIAL STATEMENTS 
JULY 31, 1996—Continued 


2. Significant accounting policies 5. Loans from Government of Canada 


Inventories - 


Inventories are valued at the lower of cost or estimated net 
realizable value. 


Allowance for losses on outstanding purchase commitments 


The Commission establishes an allowance for losses on 
outstanding purchase commitments based on current contracts 
for export sales. 


Refunds of excess (recoveries of deficiency) of funding by 
producers 


Refunds or recoveries are recorded in the year declared by 
the CMSMC. 


Foreign currency translation 


Substantially all sales in foreign currencies are hedged by 
forward exchange contracts and are translated into Canadian 
dollars at the exchange rates provided therein. Sales in foreign 
currencies that are not hedged are translated into Canadian 
dollars at the exchange rate in effect on the transaction date. 


Pension plan 


Employees participate in the Public Service Superannuation 
Plan administered by the Government of Canada. The Commis- 
sion’s contributions to the plan are limited to matching the 
employees’ contributions for current service. These contribu- 
tions are expensed during the year in which services are 
rendered and represent the total pension obligations of the 
Commission. 


3. Inventories 

















1996 1995 
(in thousands of dollars) 
Cost 
Butter ae cera Aeon ae eae eee 68,022 82,027 
Skammnl kopow detereewrscrcerteilocia sterner 34,639 28,937 
Othendalhy produetSiyes sh tes lenserar tes 7,003 110 
109,664 111,074 
Less allowance for writedown 
Butter (mainly unsalted)............... 2,393 10,049 
Skamamilks pow deryesrwrrci tector eels) =1- 1,450 6,851 
@thendairy products er emer tere 24 
3,843 16,924 
INET DOOK ValUGaeseiseis sisters verre eters castes 105,821 94,150 








4. Pooling account 


As of August 1, 1995, with the introduction of the special 
milk class pricing and pooling of market returns system, the 
Commission established a bank account and line of credit with 
a member of the Canadian Payments Association in order to 
provide bridge financing and ensure the efficient operation of 
the pooling of market returns system established among the 
provinces. As producer monies enter and leave the pool as 
equalization payments from and to provincial marketing 
boards and agencies, the line of credit ensures that payments 
can be made promptly. During the year, certain provincial 
marketing boards and agencies have contributed approxi- 
mately $38 million into the pool. These contributions have 
been used to make equalization payments to the other provin- 
cial marketing boards and agencies. 


Loans from the Government of Canada, to a maximum of 
$300 million, are available to finance operations. Individual 
loans are repayable within one year from the date the loan is 
made. Principal and accrued interest are repaid when funds are 
available. The interest rates during the year were in accordance 
with normal rates established for Crown corporations by the 
government and varied from 7.5225% to 4.5842% (1995— 
5.1644% to 8.4794%). 


Loan transactions for the year are summarized as follows: 











1996 1995 
(in thousands of dollars) 
Balance at beginning of year............. 69,334 68,099 
BORTOWINGS's. 2, 45 delsrarstersiete ec mnetiereceltenrete 307,399 274,033 
Bayiients opr cwe nviceoeretae er crereuan testers ePmernsyer (301,467) (272,798) 
Balanceratend of yearns eeiecie ete 75,266 69,334 
Accrued interest at end of year ........... 434 536 








6. Excess of funding by producers 


Any excess or deficiency in the funding by producers of the 
net cost of operations may be carried forward and applied 
against future operations or recovered from or refunded to 
producers as determined by the CMSMC. 


The CMSMC, at its meeting of November 30 and 
December 1, 1995, decided that an amount of $5.4 million, in 
addition to the amount of $29.9 million approved in Septem- 
ber 1995, of the excess in funding by producer levies at the end 
of the 1994-95 dairy year be refunded to provincial marketing 
boards and agencies in proportion to their shares of levy reve- 
nues. As well, at its meeting of September 25 and 26, 1996, the 
CMSMC decided that $18.1 million of the excess of funding 
by producer levies at the end of the year will be refunded. 


. Funding 


Government of Canada (Dairy Support Program) 


Agriculture and Agri-Food Canada provides funding to the 
Commission for subsidy payments to producers of industrial 
milk and cream shipments, produced to meet domestic require- 
ments. Such payments are made up to maximum amounts 
authorized by the regulations. The rate of subsidy payments 
was $1.283 per kilogram of butterfat or $4.62 per hectolitre of 
milk containing 3.6 kilograms of butterfat (1995—$1.508 or 
$5.43 respectively). 


As part of the federal Budget of February 1995, the rate of 
subsidy payments will be reduced by another 15% for the dairy 
year 1996-97. In addition, subsidy payments will be gradually 
phased out with five annual rate cuts of $0.76 per hectolitre 
starting August 1, 1997. As of August 1, 1996, the rate will be 
$1.055 per kilogram of butterfat or $3.80 per hectolitre. 


The Government of Canada has funded $2.3 million (1995— 
$2.5 million) of the Commission’s administrative expenses of 
$5.0 million (1995—$5.2 million), as well as professional 
services relating to cost of production and dairy policy studies. 
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Funding by producers 


Producers are responsible for the costs of operations not 
funded by the Government of Canada. These costs were par- 
tially funded through levies agreed to by the CMSMC, charged 
on fluid milk sales and industrial milk production, collected by 
the provincial marketing boards and agencies, and remitted to 














At its meeting of September 25 and 26, 1996, the CMSMC 
approved the 1996-97 dairy year budget which will eliminate 
all levies. Effective August 1, 1996, all of the Commission’s 
marketing operations will be funded through the pooling ac- 
count including the collection of the $0.12 per hectolitre of 
industrial milk charged to the marketplace. 


the Commission. 8. Forward exchange contracts 
As of August 1, 1995, the use of in-quota levies for funding As part of its foreign exchange risk management, the Com- 
export and domestic activities of the Commission was limited mission enters into forward exchange contracts with regard to 
to an amount of $62.8 million, being the amount approved in a major portion of its export sales contracts. At the end of the 
the Commission’s 1995-96 dairy year budget. The remainder year the Commission’s outstanding forward exchange con- 
of the Commission’s export activities were funded through the tracts totalled the equivalent of approximately $100 million 
special milk class pricing and pooling of market returns activ- Canadian representing amounts in US dollars, Deutschemarks 
ities whereby purchases are based on world prices rather than and French Francs. These contracts mature from August 1996 
domestic support prices. to May 1997. The maturity dates of the forward exchange 
: ; : contracts correspond to the estimated dates when the Commis- 
Funding by producers is comprised of: sion should be receiving the foreign currency proceeds arising 
from the execution of the concerned export sales contracts. 
1996 1995 
(in thousands of dollars) 9. Representatives’ fees 
Wictuista leviesncyin.e baa ee een oee2 62,883 164,137 The Commission has used the services of representatives for 
Administrative expenses recovered the sale of dairy products on the export market. Total fees for 
from pooling activities ...........--... 1,667 the year were $4.4 million (1995—$3.2 million) and are in- 
Over-quota levies...........00000eee eee 28,237 cluded in cost of goods sold. 
Total See Ree erica ce RO eset 64,550 192,374 10. Purchase commitments 
‘ ; As at July 31, 1996, the Commission was committed to 
The pooling account is charged for the producers’ share of purchase butter and skim milk powder produced prior to that 
the Commission’s administrative expenses associated with date at Canadian support prices and other dairy products pro- 
marketing activities as well as the interest and banking ex- duced prior to that date at negotiated contract prices. These 
penses for maintaining the pooling account. Total charges to commitments amounted to approximately $7.2 million 
the pooling account for the year were $1.7 million. (1995—$9.7 million). 
Producer levies also include $0.12 (1995—$0.12) per hecto- 11. Related party transactions 
litre of industrial milk to cover the eligible costs associated 
with actual butter inventories up to normal levels determined Government departments provided the Commission with 
by the Commission and a portion of its administrative ex- certain administrative services without charge. The cost of 
penses. these services is not recorded in the Commission’s accounts. 
Amounts funded through this portion of levies and expenses 12. Financial statement presentation 


allocated to it are as follows: 


Eligible costs associated 
with butter inventory up 
to normal levels and 
a portion of 
administrative 
expenses 


1996 1995 


(in thousands of dollars) 











Opening balance. ference el tet « 1,730 1,183 
FUNGING ee care ae tact nie ete nes tichatemere cavers 5,180 5,035 
Expenses allocated mnmiaqamert enka (4,691) (4,488) 
Closing balance 44: .erisrats mee Pere te 2,219 1,730 








The closing balances are included in the excess of funding 
by producers at year end. The $2.2 million balance will be 
applied against the future expenses allocated to this portion of 
levies. 


A statement of changes in financial position has not been 
included because, in the opinion of management, it would not 
provide any meaningful additional information. 
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1996 1995 
Skim Skim 
milk Evaporated Other milk Evaporated Other 
Butter powder milk products* Total Butter powder milk products* Total 
IBXPONUSAIES yc cetaceans na 36,204 Idea Shilis) 35,518 18,123 212,160 2,685 106,881 15,195 13,844 138,605 
Cost of goods sold........ 40,308 150,331 34,555 18,102 243,296 5,434 146,707 18,873 24,775 195,789 
Loss (margin) on export 
SHES 3h a oe 4,104 28,016 (963) (21) 31,136 2,749 39,826 3,678 10,931 57,184 
Domestic sales .....5....- 84,965 5,980 90,945 68,845 7,388 76,233 
Cost of goods sold........ 85,347 6,710 92,057 68,888 PN 76,100 
Loss (margin) on domestic 
HGS cn ceblooecatoomagr 382 730 ee 43 (176) (133) 
Total loss (margin) on 
SALES AT oh 5e capers ts aie a 4,486 28,746 (963) (21) 32,248 2,792 39,650 3,678 10,931 57,051 
Assistance and expenses 
Dairy product 
assistance 
BEX ON ere we ists ayece 125 iil) 9 438 687 4,157 953 64 33,912 39,086 
—Domestic ........ (1,608) Tals2 463 (196) 6,411 11,833 9,415 553 9,047 30,848 
Inventory writedown.... 2,394 1,450 3,844 10,049 6,851 23 I 16,924 
Carrying charges ....... 4,442 1,441 256 US 6,214 3,134 1,342 171 52 4,699 
PrOMOUON = ye ss. 21). aoe 62 264 326 53 193 246 
Recovery of 
doubtful accounts. .... (363) (363) (234) (234) 
5,415 11,022 728 (46) 17,119 29,226 18,754 811 42,778 91,569 
Administrative expenses... 5,012 5,246 
WM GHAWON arenes avarice urets 100 
Pool interest and bank 
harces Ma aniset. oy.)hate os 31 
Provision for losses on 
outstanding purchase 
GOMMItMeNtS yee) = srs ert 1,856 
Forgiveness of over-quota 
levilesemtn eteed een in: 5,883 
Total assistance and 
EXTCTISCS ey ein 22,262 104,554 
Total cost of 
OPeTAlONS mer aaereeye ie 54,510 161,605 








* Include whole milk powder and cheese 
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CANADIAN FILM DEVELOPMENT CORPORATION 


MANAGEMENT REPORT 


The financial statements of the Canadian Film Development Cor- 
poration are the responsibility of management and have been 
approved by the Board of Directors of the Corporation. The finan- 
cial statements have been prepared in accordance with generally 
accepted accounting principles and, where appropriate, include esti- 
mates based on the experience and judgement of management. 
Management is also responsible for all other information in the 
annual report and for ensuring that this information is consistent 
with the financial statements. 


Management maintains books of account, financial and manage- 
ment control, and information systems, together with management 
practices designed to provide reasonable assurance that reliable and 
relevant information is available on a timely basis, that assets are 
safeguarded and controlled, that resources are managed economi- 
cally and efficiently in the attainment of corporate objectives, and 
that operations are carried out effectively. These systems and prac- 
tices are also designed to provide reasonable assurance that 
transactions are in accordance with the Financial Administration 
Act and its regulations, the Canadian Film Development Corpo- 
ration Act and the by-laws and policies of the Corporation. 


The Board of Directors is responsible for ensuring that manage- 
ment fulfils its responsibilities for financial reporting as stated 
above. The Board exercises its responsibilities through the Audit 
Committee, which consists of directors who are not officers of the 
Corporation. The Audit Committee reviews the quarterly financial 
statements, as well as the annual financial statements and related 
reports; the Committee meets with the external auditors annually 
and, may make recommendations to the Board of Directors with 
respect to these and/or related matters. 


The external auditor, the Auditor General of Canada, conducts an 
independent examination of the financial statements and reports to 
the Corporation and to the Minister of Canadian Heritage. 


Francois Macerola 
Executive Director 


Danny Chalifour 
Director of Finance 


Montreal, Canada 


AUDITOR’S REPORT 
TO THE MINISTER OF CANADIAN HERITAGE 


I have audited the balance sheet of the Canadian Film Develop- 
ment Corporation as at March 31, 1997 and the statements of 
operations, equity of Canada and changes in financial position for 
the year then ended. These financial statements are the responsibi- 
lity of the Corporation’s management. My responsibility is to 
express an opinion on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, proper books of account have been kept 
by the Corporation, the financial statements are in agreement the- 
rewith and the transactions of the Corporation that have come to my 
notice during my audit of the financial statements have, in all 
significant respects, been in accordance with the Financial Admi- 
nistration Act and regulations, the Canadian Film Development 
Corporation Act and the by-laws of the Corporation. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 30, 1997 
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CANADIAN FILM DEVELOPMENT CORPORATION—Continued 


BALANCE SHEET 

MARCH 31, 1997 

with comparative figures for 1996 
(in thousands of dollars) 


























ASSETS 1997 1996 LIABILITIES AND EQUITY OF CANADA 1997 1996 
Current assets Current liabilities 
maans(NOtG 3) sarcics Gates cee isso we were ensie « 9,022 11,929 Accounts payable and accrued liabilities ..... 20,365 11,325 
BA VESEMOIIUS, ayes ratege sean oyoyeys,< estes eSevetet 08 e. 265 428 Provision for employee termination 
Receivable from Canada (Note 4)............ 34,332 24,789 Lela) TLR) re cage cod hay ocean ty OCU ORE oe 697 690 
EXGCOUNIS TECCLV ADL Mere Clit tteisin strict e. 3,816 2,338 Deferredlease inducements. 7 .........-.+.-+- 138 166 
BIEN ALCKeXPCHSES tie Nie etter sits ovals avs, Saerab es 376 590 Eguityof Canadate.jacrecr ids ois sete nee 31,142 35,604 
47,811 40,074 Commitments (Note 9) 
HeQan st (NOLES) atte ate ioerste ies ealelels Saeaec 2,037 4,586 Contingencies (Note 11) 
IMVCSEMENS errr eae erieeiatieiaa en ean 326 
Gapialiassets\(Note S)srarenae el. ccee eee 2,494 2,799 
$2,342 47,785 52,342 47,785 











See accompanying notes to financial statements. 


Approved by the Board: 


ROBERT DINAN 
Chairman 


Approved by Management: 


FRANCOIS MACEROLA 
Executive Director 
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CANADIAN FILM DEVELOPMENT CORPORATION—Continued 


STATEMENT OF OPERATIONS 
YEAR ENDED MARCH 31, 1997 
with comparative figures for 1996 
(in thousands of dollars) 


eee LS 





























1997 1996 
Recoveries on Net Net 
Investments investments amount amount 
Assistance expenses 
Production and development 
Canada television and cable 
production fund|(Note:7)) <1. .cielye-tae eerie serene iere eral te es eerie os 88,997 (Sys51) 73,446 49,558 
lTVitepilalpillive Bg W ean ant n mas apuiebe non GoD OoInebId.c'S octolon 5.210 non cOr 20,972 (2,098) 18,874 18,352 
Production revenue sharing program... ... 0.0... eee ee eee eee etree 5,943 (664) 5,279 4,789 
Commercial production fund. ......... 0... see e eee eee tenet tenes 4,347 (343) 4,004 3,155 
Official co-productions «.5-- 5-6. 22 ose eee es ere oo 2,309 (101) 2,208 1,645 
(OV opens, oe Bctme ne eee. so odtdnadascamaereeuushocnos poraecdenuelMDnac 874 (82) 792 85 
123,442 (18,839) 104,603 77,584 
Distribution and marketing 
Feature filmidistrbution funder series caer eleleisioieiets etetieets (oii F-isles laiele 12,933 (4,640) 8,293 9,207 
National and international marketing... ..........0 6c eee e cece eee eee ees 2,089 (355) 1,734 1,970 
15,022 (4,995) 10,027 I ea 
Versioning and subtitling. .............0- see eee eter eee eset teense 3,588 (2,183) 1,405 2,668 
Complementary activities 
Industrial and professional development .........-- 6. +e esses eee erect ees 1,653 1,653 1,178 
Grantsito! @anadianitestivals mrrreiterstercte sterercnetereteraicesteteraitee tots leer Mel snsyieteyaral=l> 1595 1,595 1,392 
Participation to foreign festivals ..........- 2. eee e eee ence teeters 593 593 800 
Participation to foreign markets. .......--- 0. eee eee eee eee e teen eens 481 481 763 
Advertising, promotion & publications ........ 6.0. s esse eee eee seen eens 424 424 420 
Closed captioning for the hearing impaired... .........-00 sees sees rest eees 173 173 510 
Oi ey aoa naonnHoUD ene ep ad noAtas ab Uo oUddo Coos Monte oom odte 12 12 177 
4,931 4,931 5,240 
146,983 (26,017) 120,966 96,669 
Operating expenses (Note 8).........0 20s see e eee eee eee etn eect e teens 16,018 16,163 
Cost of operations for the year... 0.6.6... cece eee eee eee eee ttt e eens 136,984 112,832 
Revenue 
Tnferestion LOANS cuerrcie cate clemeieeieel eee ralevaibes ote och onerelied defer eloeatonesriel het oxeiaiyo (204) (344) 
Otherinterest sr Nar ust cel ete crates erence ec abel seliodey Ker sukeanGrahecnsvapenouerater (336) (374) 
Management fees: ... 02-0 2ccc seen etme teens een e reenter seen ects (37) 
(577) (718) 
Net cost of operations for the year... ....... 0. eee eee eee e eee renee ett 136,407 112,114 





See accompanying notes to financial statements. 
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CANADIAN FILM DEVELOPMENT CORPORATION—Continued 


STATEMENT OF EQUITY OF CANADA 
YEAR ENDED MARCH 31, 1997 

with comparative figures for 1996 

(in thousands of dollars) 














1997 1996 
Balance at te beginning ecm mass. seein cee 35,604 38,761 
Parliamentary appropriation.................. 92,445 108,957 
Contribution by the Department of Canadian 
| ANETTA REA hu cceecere, Stapie eee Rabaul eetee nee 39,500 
Net cost of operations for the year............. (136,407) (112,114) 
Balanceratcne CNG see cence cet are en casesiere ok 31,142 35,604 





See accompanying notes to financial statements. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED MARCH 31, 1997 

with comparative figures for 1996 

(in thousands of dollars) 























1997 1996 
Liquidity provided by (used in): 
Operations 
Net cost of operations for the year........... (136,407) (112,114) 
Items not affecting liquidity 
Allowance for loan impairment ........... eS 295 
Write-offs of loans not previously 
WUIECEN GOW) wae lente eee aisn teres ss 271 
PAMOLUZAtl ON meveereannr Sear ert iio seit 981 995 
Loss (profit) on disposal of capital 
ASSEUS mer nr tehgercra Srnseeeeo te sib ee Pe eke ais sracs (8) 4] 
Increase (decrease) in the provision for 
employee termination benefits.......... 7 (95) 
Decrease in deferred lease 
NHNSS NTS oe 6 haue cowane ono Beaan one (28) (27) 
(133,740) (110,634) 
Net change in non liquidity items 
of working capital related 
LOLOPETAONS areas airetsae cctv ot ors artes aes 7,776 2,889 
(125,964) (107,745) 
Investments 
HEOAT Sistye totic, sravols,catacalay ete (elhioaregetiora os neste. ays (10,943) (21,385) 
eMMbUTsements OflOanSise ya cease eis en 14,684 8,749 
UNGTHIONS J oC ss p@adaudle AAeb ae eaters (4) (462) 
Reimbursements of investments............. 493 2,148 
Acquisition of capital assets................ (700) (418) 
Proceeds from disposal of capital assets ...... 32 7 
3,562 (11,361) 
Financing 
Parliamentary appropriation ................ 92,445 108,957 
Contribution by Department of 
Ganadian Meritage man. a1) sss coe anaes 39,500 
131,945 108,957 


Receivable from Canada 


Increase (decrease) in liquidity.............. 9,543 (10,149) 
Balance at the beginning................... 24,789 34,938 
Balanceratithercndiiaeeee ede eon ier 34,332 24,789 








See accompanying notes to financial statements. 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1997 


1. Authority and activities 


The Corporation was established in 1967 by the Canadian 
Film Development Corporation Act with the objective of fos- 
tering and promoting the development of a feature film 
industry in Canada. The Corporation has since been charged 
with the administration of the Canadian Broadcast Program 
Development Fund (Television Fund) established on July 1, 
1983, within the framework of the Broadcasting Strategy for 
Canada as well as with the management of various new pro- 
grams established under the National Film and Video Policy of 
May 1984. The Act was amended in June 1994 to grant the 
Corporation the authority to guarantee loans. 


In September 1996, the Minister of Canadian Heritage cre- 
ated the Canada Television and Cable Production Fund 
(CTCPF). Created to foster a partnership between the govern- 
ment and the industry, this new fund brings together the 
Corporation’s television fund and the cable distributors pro- 
duction fund. Two financial assistance programs constitute the 
CTCPF: the equity investment program and the license fee 
program. The Corporation was given the responsibility for the 
management of the equity investment program. 


The Corporation is a Crown corporation subject inter alia to 
the provisions of Part VIII of the Financial Administration Act 
as it read before its repeal in 1984 and as if it continued to be 
named in Schedule C of the Act. 


2. Significant accounting policies 
(a) Financing sources of the Corporation 


The Corporation obtains its funds mainly from the govern- 
ment of Canada by means of the Parliamentary 
appropriation and the contribution from the Department of 
Canadian Heritage. This financing comprises an amount for 
the Canada Television and Cable Production Fund and ano- 
ther amount for the development of a feature film industry. 
The parliamentary appropriation and the contribution from 
the Department of Canada Heritage are credited to the 
Equity of Canada. 


(b) Liquidity and amount receivable from Canada 


The financial operations of the Corporation are processed 
through the Consolidated Revenue Fund of Canada, thus 
the absence of bank accounts. For the purposes of the 
financial statements, its liquidity consists of a receivable 
from Canada. The amount receivable from Canada is com- 
prised of the unused cumulative receipts and the 
disbursements made after year end and related to current 
year operations. 


(c) Investments and allowance for losses 


Investments include all forms of assistance granted for 
feature films and Canadian programming, excluding loans. 


Investments granted in return for a share in operating reve- 
nues and accompanied by pre-established obligations to 
reimburse on a term generally not exceeding three years are 
shown on the balance sheet at their face value, less an 
allowance for losses. The allowance for losses is determi- 
ned by examining each investment individually. 
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CANADIAN FILM DEVELOPMENT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1997—Continued 


Investments granted in return for a share in operating reve- 
nues other than those accompanied by pre-established 
obligations to reimburse as well as non-recoverable invest- 
ments are charged to operations as assistance expenses. 
These expenses are charged to operations in the year in 
which the funds are paid or have become payable. 


Recoveries on investments, other than those recognized on 
the balance sheet, are credited to operations as a reduction 
of assistance expenses in the year in which the funds are 
received or have become receivable. Any proceeds in ex- 
cess of the related investment is accounted for as revenues. 


(d) Loans and allowance for losses 


The Corporation grants loans for the financing of feature 
films and Canadian programming. Loans are shown on the 
balance sheet at principal amounts increased by accrued 
interest receivable, net of an allowance for impairment. 
The allowance for losses is determined by examining each 
loan individually. The evaluation is based on the receiva- 
bles taken as security as well as the borrower’s financial 
situation. 


A loan is considered to be impaired as a result of a deterio- 
ration in credit quality to the extent that the Corporation no 
longer has reasonable assurance that the full amount of 
principal and interest will be collected in accordance with 
the terms of the loan agreement. When a loan is considered 
impaired, the carrying amount of the loan is reduced to its 
estimated realizable value by discounting the expected 
cash flows at the effective interest rate inherent in the loan. 


(e) Interest revenue 


Interest on loans is recorded as income on an accrual basis 
except for loans which are considered impaired. When a 
loan becomes impaired, recognition of interest in accor- 
dance with the terms of the original loan agreement ceases. 


(f) Other interest revenue 


Other interest revenue are recognized on an accrual basis 
and represent the amounts charged on all amounts due to 
the Corporation, less an allowance for losses. This allow- 
ance for losses is determined by examining each amount 
individually. 


(g) Capital assets 


Capital assets are recorded at cost. Amortization is provi- 
ded using the following methods and annual rates: 





Asset Basis Rate 
Computer 

installations Diminishing balance 20% 
Software Straight-line 5 years 
Furniture and 

equipment Diminishing balance 20% 
Leasehold 

improvements Straight-line | Terms of the leases 


(h) Employee termination benefits 


On termination of employment, employees are entitled to 
certain benefits provided for under their conditions of em- 
ployment. The cost of these benefits is expensed in the year 
in which they are earned by employees. 


(i) Pension plan 


Admissible employees participate in the superannuation 
plan administered by the Government of Canada. The em- 
ployees and the Corporation contribute equally to the cost 
of the plan. This contribution represents the total liability 
of the Corporation. Contributions in respect of current 
services and admissible past services are expensed during 
the year in which payments are made. The Corporation is 
not required under present legislation to make contribu- 
tions with respect to actuarial deficiencies of the Public 
Service Superannuation Account. 


3. Loans and allowance for losses 


The interest charged on loans does not exceed the prime rate, 
plus 2%. The loans have a term generally not exceeding three 
years. 


As at March 31, 1997, the loans are detailed as follows: 





1997 1996 
Allowance Net Net 
Amount for losses amount amount 





(in thousands of dollars) 








LOANS hoxton ReroLre ree 11,059 11,059 16,515 
Impaired loans .......... 2,079 (2,079) 
13,138 (2,079) 11,059 16,515 
Minus short-term 
POTION Wades nacre aioe 10,684 (1,662) 9,022 11,929 
2,454 (417) 2,037 4,586 








The allowance for losses is detailed as follows: 


1997 1996 


(in thousands of dollars) 








Balance at beginning ..................- 610 1,200 
Gti SHOV ES oc, FB ae oS OBIE O oH adored (147) (535) 
Recoveriesae.. ccciscuie se enters ens oer eee (99) (350) 
INO aN 6 aad Ube Como OSA Con OOD ODOUUDE WFP 295 
Balancevat endian waco cect ae 2,079 610 








4. Receivable from Canada 


As at March 31, the receivable from Canada is detailed as 
follows: 


1997 1996 


(in thousands of dollars) 





Unused cumulative receipts............+. 14,524 14,109 
Disbursements made after year 
end and related to current 
Veal Operations irae sett) celle tial 19,808 10,680 
34,332 24,789 


ee 
Sn 
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CANADIAN FILM DEVELOPMENT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1997—Continued 


5. Capital assets 











1997 1996 
Accumulated 
Cost amortization Net Net 
(in thousands of dollars) 
Computer 
mMstallationsiaae sere 3,833 (2,617) 1,216 1,220 
Leasehold 
improvements ....... 1,327 (823) 504 548 
Software tries cence creo 2,830 (2,384) 446 625 
Furniture and 
CQuIpMentaae een 2,059 (1,731) 328 406 
10,049 (7505) 2,494 2,799 











6. Employee departure programs 


In order to meet budget reductions, the Corporation initiated 
in 1995-1996, early-retirement and departure programs. Dur- 
ing 1996-1997, these programs involved disbursements of 
$1,318,842 (1996—$472,895), of which $971,539 (1996— 
$405,332) represent the current year’s expense, the balance 
having been accumulated in prior years by the provision for 


employee termination benefits. 


7. Canada Television and Cable Production Fund 


1997 


1996 





(in thousands of dollars) 





Investments 
Canadian programming................ 79,403 63,444 
RGAtTe tins ae nye eee Acie ane 9,594 
88,997 63,444 
Recoveries on investments ............... (15,551) (13,886) 
73,446 49,558 
8. Operating expenses 
1997 1996 





(in thousands of dollars) 





Salaries and employee benefits............ 8,360 9,109 
Rent, taxes, heating and electricity......... 2,068 2,185 
ProfesslOnaliServiCeS a eminence ee 1,310 1,032 
(UMC rs bau a bondoc sone abun or 1,083 1,099 
FAINIONEIZA LON payee eomerryareuc rier cteterakettetereree 981 995 
Employee departure programs ............ 972 405 
TEAS scala. pomric crchntcce a nuC ocCaRa CGT aC 657 628 
Advertising and publications ............. 224 148 
MelecommuunicaonSi) eisai easels 194 286 
a Spitality A aerators ies cid nrororthansteveuele ye 85 133 
IRELOCA LON Barney aia Cress Mnatecns Cel totencos ooctenes ac 84 143 

16,018 16,163 


9. Commitments 


(a) Projects 


As at March 31, 1997, the Corporation is contractually 
committed to advance funds totalling $53,938,985 as loans 
and investments and has accepted to finance projects that 
may call for disbursements totalling $1,463,685. Under a 
production revenue sharing program, the Corporation has 
reserved funds totalling $2,581,507 as at March 31, 1997 
for the financing of projects yet to be submitted under 
certain conditions. 


(b) Leases 


The Corporation has entered into long-term leases for the 
rental of office space and equipment used in its operations. 
The aggregate minimum annual rentals payable during sub- 
sequent years are as follows: 


Total 
(in thousands 
of dollars) 

ohh aerate tickeass cer CkO i OT ere eS RA ts Ne 2,208 
NOOO ees cr cpetarere Hine lero SSE eet vgs eI EO ea 2,050 
PAO OO aeae aheseeeyiee ecu G.AMe-te A OHIERA Gene Coro aubie yeh bien mee Oe 1,890 
ZOO Seer rae ores othe ara Ararie cee prec thaaen e ee 1,903 
2 OO Deter Ac aemrccant a siatererstoncateere ete the CER React eres 1,900 
200322006 Sie morro eee Cee een 2,455 
12,406 


10. Related party transactions 


Me 


The Corporation is related in terms of common ownership to 
all Government of Canada created departments, agencies and 
Crown corporations. The Corporation enters into transactions 
with these entities in the normal course of business. 


Contingencies 


The Corporation guarantees the reimbursement of loans or 
debts incurred by third parties with financial institutions 
within the loan guarantee program. The total amount of the 
Corporation’s guarantees cannot exceed, at any time, 
$25,000,000. The interest rate cannot exceed the lending insti- 
tutions’ prime rate plus 2%, and eligible security must be 
obtained from the borrower. The guarantees as at March 31, 
1997 totalled $1,587,800 (1996-nil). A provision for losses is 
recorded when management can estimate that a loss is likely 
to occur. 


In the ordinary course of business, various claims and law- 
suits have been brought against the Corporation. In the opinion 
of management, the losses, if any, which may result from the 
settlement of the matters are not likely to be material and 
accordingly no provision has been made in the accounts of the 
Corporation. In the event that such expenses were to occur, 
they would be recognized as period costs. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1997—Concluded 


12. Fair value of financial assets and liabilities 


The carrying amounts reported for investments, accounts 
receivable, accounts payable and accrued liabilities and com- 
mitments on projects approximate their fair value due to the 
relatively short periods to maturity of the instruments. 


The following table presents the carrying amounts and fair 
values of the Corporation’s other financial instruments: 





1997 1996 
Carrying Fair Carrying Fair 
amount value amount value 





(in thousands of dollars) 


Short-term loans ........ 9,022 8,660 11,929 11,643 
Long-term loans........ 2,037 1,849 4,586 4,171 





The fair values of loans have been established by discount- 
ing the future contractual cash flows under current loan 
arrangements, at discount rates equal to the prevailing market 
rate of interest for financial instruments having substantially 
the same terms and characteristics. 


13. Comparative figures 


Some of the 1996 comparative figures have been reclassified 
to conform with the presentation adopted for 1997. 





CANADIAN MUSEUM OF CIVILIZATION 


MANAGEMENT’S RESPONSABILITY FOR 
FINANCIAL STATEMENTS 


The financial statements contained in this annual report have been 
prepared by Management in accordance with generally accepted 
accounting principles, and the integrity and objectivity of the data 
in these financial statements are Management’s responsibility. 


In support of its responsibility, Management has developed and 
maintains books of account, records, financial and management 
controls, information systems and management practices. These are 
designed to provide reasonable assurance as to the reliability of 
financial information, that assets are safeguarded and controlled, 
and that transactions are in accordance with the Financial Adminis- 
tration Act and regulations as well as the Museums Act and the 
by-laws of the Corporation. 


The Board of Trustees is responsible for ensuring that Manage- 
ment fulfills its responsibilities for financial reporting and internal 
control. The Board exercises its responsibilities through the Audit 
Committee, which includes a majority of members who are not 
officers of the Corporation. The Committee meets with Manage- 
ment and the independent external auditor to review the manner in 
which these groups are performing their responsibilities, and to 
discuss auditing, internal controls and other relevant financial mat- 
ters. The Audit Committee has reviewed the financial statements 
with the external auditor and has submitted its report to the Board 
of Trustees. The Board of Trustees has reviewed and approved the 
financial statements. 


The Corporation’s external auditor, the Auditor General of 
Canada, examines the financial statements and reports to the Min- 
ister of Canadian Heritage, who is responsible for the Canadian 
Museum of Civilization. 


George F. MacDonald 
President and Chief Executive Officer 


J. (Joe) Geurts 
Chief Operating Officer 
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AUDITOR’S REPORT 


TO THE MINISTER OF CANADIAN HERITAGE 


I have audited the balance sheet of the Canadian Museum of 
Civilization as at March 31, 1997 and the statements of operations, 
equity of Canada and changes in financial position for the year then 
ended. These financial statements are the responsibility of the Cor- 
poration’s management. My responsibility is to express an opinion 
on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Museums Act 
and the by-laws of the Corporation. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 9, 1997 
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BALANCE SHEET AS AT MARCH 31, 1997 
(in thousands of dollars) 

















ASSETS 1997 1996 
Current 
Cash and short-term 
Investments|(Note:S)) serene) seine seer 11,028 13,032 
Accounts receivable (Note 4).............-. 1,826 1,448 
INVentOreSitacn ae eterno caer yemrai tomer eS 1,467 
Prepaid expenses ........-2..:---- cee 115 180 
14,280 16,127 
Restricted cash 
and investments (Note 5) .........----+00-s 4,099 3,134 
Collectton(Note2) parece ii ee te treat 1 1 
Capital assets (Note 6) .......---.-++2+++50:: 12,947 372 
B1F327 30,634 


The accompanying notes form an integral part of the financial statements. 


Approved by Management: 


GEORGE F. MacDONALD 
President and Chief Executive Officer 


JOE GEURTS 
Chief Operating Officer 


Approved by the Board of Trustees: 


ADRIENNE CLARKSON 
Chairwoman 


PIERRE DUFOUR 
Trustee 


LIABILITIES 


Current 
Accounts payable and accrued liabilities 


(One Cie aewion.ccdume backend ocuToonr 


Long-term 
Accrued employee termination 
benefits ee ee ee reer ets 


EQUITY 


Equity of Canada (Note 9)............-+--+5+5 

















1997 1996 
8,577 7,663 
4,263 85220) 
12,840 10,892 
2,106 2,167 
14,946 13,059 
16,381 Sa. 
astleyi/ 30,634 
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STATEMENT OF OPERATIONS STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1997 FOR THE YEAR ENDED MARCH 3], 1997 
(in thousands of dollars) (in thousands of dollars) 
1997 1996 1997 1996 
Expenses Operating activities 
Peteonnel costs... 0 ik 4.0 ade te.. 25,776 24,555 Excess of expenses over revenue before 
Professional and special services............ 7,024 7,988 parliamentary appropriation.............. (45,408) (44,226) 
Repairs and maintenance................... 4,622 4,411 Items not affecting funds 
Exhibit design and fabrication .............. 4,274 3,496 Amortization net of disposal 
BrreruratiGn eOMee occ aioe owe eee tak 2,379 2,722 of capital assets..........+..+ss.+..0- 2,379 2,722 
Bieniitturerandsixturesseyae serenade neice: 1,774 1,861 Employee termination benefits ........... (61) 139 
(ILE Se kes eb aber aan oer 1,749 1,700 (43,090) (41,365) 
Buildin gileaseseen ctetse « cieise\s eielels secs sersivnc 1,590 1,644 Change in non-cash operating assets 
Cost of goods andiliabilitics sen nee eee eee eter 826 (1,317) 
SOLGUINO CEM) devererls hehe lexsyoiorecs Gacres<peueers © 1,334 1,205 : 
Communications .............0.0ceeeeeeee 1,089 963 Eomcjused fer epetaune 
Marketing and advertising ................. 1,052 854 ee tyiues HOR EMW oda Pde ot ted ahs alga (42,264) (42,682) 
PUTANSPONtAOllewnery rie crders cee c he hoee 972 935 Investing activities ; 
CUNEPLUS fills... ec occ ee, 718 198 Acquisition of capital ELAS ponodiad bole ae (3,954) (3,598) 
SEL iat ied a eee 127 157 SES SAS I 
Collecttonacquisitions worm. ereice ee 92 137 Parliamentary appropriation.........--..++. 44,214 46,204 
RICH NG INNASS soo Beondsbedooosnehusor 4 558 Decrease in cash and short-term 
(CLADE sos SIR SMa eee oon aaa 69 109 HINGIS US oe.o gapirac che oad o wand AA POON AE AC (2,004) (76) 
54,145 53,493 Balance at beginning of year................. 13,032 13,108 
Revenue Balanceatend Ofyeanee anne erate cera 11,028 13,032 
General admission fees.................... 1,923 1,649 The accompanying notes form an integral part of the financial statements. 
BOUuqUEISAleS arc toe, terals,c/sue a) s)ane el 3 3eots Sere ves 1,736 12S 
ENIELA BLS). a ae org 1,670 1,862 
PRD OAR SO eA OEoo ee en oe ne Ieee oe 660 685 
Facility rental and food services 
CONCESSION Pere ree cee eee 652 q22 
Interest on cash and short-term 
IMMENTINANC og danoondodoben botoe baeoae 497 845 
ONAL ONS eet arocucicreions Wiaiersievovsen eke ane sores 345 476 
UDIICATONS Ser sweceerereeracle iswicie vivsioe ee 208 Se 
Oye Eh, Aa oe Sn rt 52 18 NOTES TO FINANCIAL STATEMENTS 
‘OUNGIRe arn Seat nett pice. oc teenth ec iieeee re 994 975 MARCH 31, 1997 
cue nied 1. Mission and mandate 
Excess of expenses over revenue before 
parliamentary appropriation ................ 45,408 44,226 The Canadian Museum of Civilization was established on 
July 1, 1990 by the Museums Act. The Canadian Museum of 
The accompanying notes form an integral part of the financial statements. Civilization is an agent Crown Corporation named in Part I of 
Schedule III to the Financial Administration Act. The Cana- 
dian War Museum is a component of the Canadian Museum of 
Civilization. 
The mission, as stated in the Museums Act, is as follows: 
STATEMENT OF EQUITY OF CANADA BEL: ; ° ; 
FOR THE YEAR ENDED MARCH 3], 1997 to increase, throughout Canada and internationally, inter- 
4 est in, knowledge and critical understanding of and 
(in thousands of dollars) appreciation and respect for human cultural achievements 
and human behaviour by establishing, maintaining and de- 
1997 1996 veloping for research and posterity a collection of objects 
of historical or cultural interest, with special but not exclu- 
Balance at beginning of year ................. 17575 15,597 sive reference to Canada, and by demonstrating those 
Excess of expenses over revenue before achievements and behaviour, the knowledge derived from 
parliamentary appropriation ................ (45,408) (44,226) them and the understanding they represent." 
ec cia mcs. a ae es ‘ ar 44,214 46,204 In compliance with the Museums Act, assets, liabilities and 
equity belonging to the Canadian Museum of Civilization were 
Balance end Oinvcan easier tele cet cr 16,381 LEST transferred, as of July 1, 1990, from the National Museums of 





The accompanying notes form an integral part of the financial statements. Canada to the Canadian Museum of Civilization, at book value. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


2. Significant accounting policies 3. Cash and short-term investments 


The Corporation invests in the short-term money market. 
The overall portfolio yield as at March 31, 1997 was 4.4% 
(1996—7.3%). All instruments held in short-term invest- 
ments are rated RI or better by the Dominion Bond Rating 
Service. The average term to maturity is 46 days. 


(a) Inventories 


Inventories, which consist of materials for the boutiques 
and publications, are valued at the lower of cost and net 
realizable value. 


(b) Collection 4. Accounts receivable 


The artifact collection forms the largest part of the assets 1997 1996 





of the Corporation, but it is presented in the balance sheet 
at anominal value of $1,000, given the practical difficulties 
of determining a meaningful value for these assets. 


(in thousands of dollars) 


Refundablestaxes seret orders etete tater rerrl 73M 822 
Objects purchased for the collection of the Corporation are Tirade accounts memeret tienen crete 942 562 
recorded as an expense in the year of acquisition. Objects Appropriation receivable ..............-- 113 
donated to the Corporation are not recorded in the books of Oliieqsnoacsaenananacoston Gonesencoon 40 64 
accounts. 1,826 1,448 





c) Capital assets , ? 
Aas 5. Restricted cash and investments 


Capital assets were transferred to the Corporation on 
July 1, 1990 at the then book value of the National Muse- 
ums of Canada. The value has been credited to the equity 
of Canada. Capital assets acquired since July 1, 1990 are 
recorded at cost. 


Restricted cash and investments include cash donations re- 
ceived from individuals and corporate entities, and are 
managed in accordance with the donor’s wishes and the by- 
laws of the Corporation. Cash donations are invested in 
accordance with the investment policies of the Corporation. 


Amortization is calculated using the straight-line method, 


over the estimated useful lives of assets: 6. Capital assets 








Leasehold and building improvements 10 years 1997 1996 
Office furniture and equipment 8 years Accumulated Net book Net book 
Technical and informatics equipment 5 and 8 years Cost amortization _value value 
Motor vehicles S years (in thousands of dollars) 


Since the buildings are not owned by the Corporation, no Leasehold and building 





amortization is taken. improvements.......... 16,618 6,918 9,700 8,581 

‘ Office furniture and 
(d) Pension Plan equipment............: 5,570 4,571 999 1,304 
Employees of the Corporation participate in the Public CCNA MeO ota as 6,372 1,372 152 
Service Superannuation Plan, administered by the Govern- Informatics equipment . . . . . 5,982 5,139 843 710 
ment of Canada. The Corporation matches these at a ioe ode ts Au 33 25 
36,054 23,107 12,947 11,372 


contributions equally for each employee, for the year in 
which services are rendered. These contributions are ex- 
pended during the year in which services are rendered, and 
represent the total obligation of the Corporation for em- 
ployee pension plan. The Corporation is not required under 1997 1996 
present legislation to make contributions with respect to 
actuarial deficiencies of the Public Service Superannuation 
Account. 








7. Accounts payable and accrued liabilities 





(in thousands of dollars) 
Trade accountsipayable’ saeta ieee cers belt = 5,597 4,812 
Accrued salaries and 


(e) Employee termination benefits 
VaCatlOnl Pay mre cia ee eae otters rerens 


2,093 2,228 


Employees of the Corporation are entitled to specified 


Government departments and 





benefits on termination, as provided for under labour con- ageiitieg”<. Seyi ty Sr Ree 444 403 
tracts and conditions of employment. The cost of these Current portion of accrued 
benefits is expended in the year in which they are earned. employee termination 
(f) Parliamentary appropriation DENEIS Fh neh is cooesrrncemrnao sass 443 220 
8,577 7,663 


The parliamentary appropriation for operating and capital 
expenditures is credited to the equity of Canada during the 
fiscal year for which it is approved. 


(g) Donations 


Cash donations are deferred and recognized as revenue 
only when corresponding expenses are incurred. Cash do- 
nations for a specified purpose are managed in accordance 
with the donor’s wishes whereas unspecified cash dona- 
tions are used for exhibit development based on the by-laws 
of the Corporation. 


CANADIAN MUSEUM OF CIVILIZATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Concluded 


8. 


2, 


10. 


ll. 




















Deferred revenues 
Deferred revenues include receipts from operations and cash 
donations which are related to future period activities. Re- 
ceipts from operations are recognized when earned and cash 
donations are recognized when corresponding expenses are 
incurred. 
Changes in the deferred revenues balance are as follows: 
1997 1996 
(in thousands of dollars) 
DONATIONS 
Balance at beginning of year ............. 3,143 2,669 
Add amount received 
IINENOSV Carp pencr cite eo sras, cc sia Snes 1,314 950 
Less amount recognized 
ASSTCVEMU Cpr neisy cteterchae situs ic) con, niches sicves- 345 476 
Balancejatendiafiyearsee as. assess ee 4,112 3,143 
OPERATIONS 
Balance at beginning of year ............. 86 381 
Add amount received 
IMthe Vedra tc.1 eee ee ane 151 86 
Less amount recognized 
ASITEVEDUC) castnnyctaie ite taehenis Givi am creme 86 381 
Balance auend oti years nasser ee 151 86 
Total deferred revenues.................. 4,263 3,229 








Equity of Canada 


The equity of Canada represents the book value of assets and 
liabilities transferred from the former National Museums of 
Canada as of July 1, 1990, and the net results of operations of 
the Corporation since that date. However, it does not reflect 
the value of land and buildings occupied by the Corporation, 
as these are presently owned by the Government of Canada. 


Cost of goods sold 


The Corporation performed a market demand analysis of 
publishing inventory on hand as at March 31, 1997. The anal- 
ysis resulted in a publishing inventory write-down of $313,283 
which has been charged to cost of goods sold. 


Related party transactions 


The Corporation receives, without charge, collections man- 
agement and auditing services from different government 
departments and agencies. The cost of these services are not 
reflected in the financial statements. 


In addition to those related party transactions, disclosed 
elsewhere in these financial statements, the Corporation is 
related in terms of common ownership to all Government of 
Canada created departments, agencies and Crown corpo- 
rations. The Corporation enters into transactions with these 
entities in the normal course of business. 


Ie. 


bs 
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Commitments 


The Corporation has entered into long-term contracts for 
informatics, property leases and building maintenance ser- 
vices with a remaining value of $3,926,869. 


Comparative figures 


Certain comparative figures have been reclassified to con- 
form with the presentation adopted in the current year. 
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MANAGEMENT’S RESPONSIBILITY 
OF FINANCIAL REPORTING 


Management is responsible for establishing and maintaining a 
system of books, records, internal controls and management prac- 
tices to provide reasonable assurance that: reliable financial 
information is produced; the assets of the Corporation are safe- 
guarded and controlled; the transactions of the Corporation are in 
accordance with the relevant legislation, regulations, and by-laws 
of the Corporation; the resources of the Corporation are managed 
efficiently and economically; and the operations of the Corporation 
are carried out effectively. 


Management is also responsible for the integrity and objectivity 
of the financial statements of the Corporation. The accompanying 
financial statements were prepared in accordance with generally 
accepted accounting principles. The financial information con- 
tained elsewhere in this annual report is consistent with that in the 
financial statements. 


The Board of Trustees is responsible for ensuring that manage- 
ment fulfils its responsibilities for financial reporting and internal 
control. The Board exercises its responsibilities through the Audit 
and Finance Committee, which includes a majority of members who 
are not officers of the Corporation. The Committee meets from time 
to time with management, the Corporation’s internal auditors and 
the Auditor General of Canada to review the manner in which these 
groups are performing their responsibilities, and to discuss audit- 
ing, internal controls, and other relevant financial matters. The 
Audit and Finance Committee has reviewed the financial statements 
with the Auditor General of Canada and has submitted its report to 
the Board of Trustees which has approved the financial statements. 


The financial statements have been audited by the Auditor Gen- 
eral of Canada. His report offers an independent opinion on the 
financial statements to the Minister of Canadian Heritage. 


Colin C. Eades 
Interim President and 
Chief Executive Officer 


Lynne Ladouceur, CA 
Senior Full Time 
Financial Officer 


AUDITOR’S REPORT 


TO THE MINISTER OF CANADIAN HERITAGE 


I have audited the balance sheet of the Canadian Museum of 
Nature as at March 31, 1997 and the statements of operations, equity 
of Canada and changes in financial position for the year then ended. 
These financial statements are the responsibility of the Corpo- 
ration’s management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Museums Act 
and the by-laws of the Corporation. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 18, 1997 
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BALANCE SHEET AS AT MARCH 31, 1997 
(in thousands of dollars) 




















ASSETS 1997 1996 LIABILITIES 1997 1996 
Current Current 
Cash and short-term investments (Note 3)..... 5,143 6,554 Accounts payable and accrued liabilities 
Accounts receivable ‘brade laren yer eerie ok mies 2,644 Zale 
Government departments and agencies ..... 1,824 $52 Natural Heritage Building (Note 8)........ 3,239 
Parliamentary appropriations ............. 129 1,833 Government departments 
Mradeyactasreie ves «sie syskei cies were note seen 822 318 andiavenclese meaner et eacieniree 5,675 6,616 
IMVEHLOMES RETA ics seus oem inc lah ameton 46 196 Current portion—Obligation 
IBrepalGhexDeNSeS eee mace eet erciciacs ora 476 341 under capital 
8.440 9,794 ESO ONC TIDY) Sais Sacer d pablo oacepoenen 115 
Deferred revenues'(Note'9)-.-............. 2,190 3,265 


Restricted cash and short-term investments a: Nake 
(Notes 3 and 4)... . 787 1.799 Provision for termination 














Restricted real property management beneiisa renner eine riaenet. 454 158 
cash and investments (Note 4) ............ 7,086 5,486 14,317 12,151 
Advances—Natural Heritage Building........ 1,412 Obligation under 
Collections (INOtG16) maser ere setise ante 1 1 Capitallleasey(NOters) meinen: 34,026 
Wanitallassets (INOteW/) nari crocs citer rina: 39,604 2,037 Provision for termination 
benefitsaaaccte scien tee eee ene 670 841 
Deferred meventies (INOtEO ie eietee eon aia 2 1,654 
Endowmentitund (Note >)imeciee cic en. 250 250 
49,775 14,896 
BOUMYORCANAD Ameren ernie 6,143 5,633 
$5,918 20,529 55,918 20,529 





The accompanying notes form an integral part of the financial statements. 
Approved by the Board of Trustees: 


FRANK LING 
Chairman of the Board of Trustees 


R. KENNETH ARMSTRONG 
Chairman of the Audit and Finance Committee 


Approved by Management: 


COLIN C. EADES 
Interim President and Chief Executive Officer 


LYNNE LADOUCEUR, CA 
Senior Full Time Financial Officer 
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STATEMENT OF OPERATIONS STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31, 1997 FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) (in thousands of dollars) 
1997 1996 1997 1996 
Revenue Balancenbeginnhing Oljyealaeriey liebe ier 5,633 4,165 
Parliamentary operating appropriation Parliamentary capital 
(Note: 10).oanuachseng Teer Sama teR ciate 25,992 26,261 appropriation (Note 10) .............+++++- 2,311 345 
Commercial operations (Note 11)............ 964 1,071 (Deficiency) excess of 
Gontributions (Note: 9) sc a. saeco ei tora 2,524 1,293 TEVENUCIOVER EXPENSES wari: ils = elie eiteetn ei (1,801) 1123) 
Educational VSS Di CaO ee IEA G01). OTe 263 376 Balancer end an veal csi ieee steerer 6,143 5,633 
Scientific SenviGesr. secs tastier maine ryisere ie 47 114 
Interest.inconie.cn. Feel Pee aed 588 946 The accompanying notes form an integral part of the financial statements. 
Other's Stes hth ors ore oka operate otters teres 24 20 
30,402 30,081 
Expenses 
Pefsontielicosts ates co hs Ge eetenees, otek 10,124 12,390 
SEAMING src ognsoncrcustoucgovapoGd 1,444 a2 STATEMENT OF CHANGES IN FINANCIAL POSITION 
Stonework ProjecricOstSuaer teeta deren arts 5,000 2,990 FOR THE YEAR ENDED MARCH 31, 1997 
Professional and special services............ 2,687 2.324 (in thousands of dollars) 
Information management infrastructure 
ETWEN Ril I< Bb GrO DOD S OOS OniooDGG OC 223 1,754 
Real property leases 1997 1996 
ANG TAXES, ceeremieers cult arse ors sedate arnt 2,502 2,898 Operating activities 
Interest on capital (Deficiency) excess of revenue 
lease Obligationa. ac... scr eine abiecierett ste 1,664 OVEDIEXPCNSES meray etaein ore iar esta icra (1,801) 1,123 
Operation and maintenance Items not involving cash 
OLD GIN gS erst fetter 1,574 1,309 Amortization of capital assets ............ 1,797 796 
Naqvi’ 645 coooomaunnaononanundood sc 1,797 796 Employee termination benefits ........... 125) (207) 
Breizhtandicamagei. -)-1).treee stra ielei cio 1,065 349 Loss on disposal of capital assets ......... 509 14 
Matentalliandiequipmentiy. er anti eetieene cr Shey 998 Deferred |revenueSia-pice tie ete era (1,730) (2,572) 
Marketing and communications ............. 834 UT Net change in non-cash 
Repairs and maintenance................--- 78 79 WOTKIN 21CAD I tale preteen neice teat 1,698 (1,249) 
MraVel bs crs tevees etree Caneve) schernarece reese austata ater ae 428 418 
Wiite-oftofcapitall assets ia -aecree eine 498 598 (2,095) 
Exhibits ncronndar: mace mers ea 348 380 Financing activities 
Acquisitions of objects for collections........ 1 6 Parliamentary capital 
Other 2 ee Seer eas: eee 17 32 APPLOP tial Oleer ey eee bicker ieee 2st 345 
Obligation under 
ele 28,958 Capitallleases «cacleieyssboate paises tele 34,141 
(Deficiency) excess of Salevoflandi2s.cd anes en ene 335 
TEVENUGOVEIeXPCHSES sitter eestor (1,801) 1123) DucitoiCanadatc aerials tecterie were (186) 
Reconciliation to government funding 36,452 494 
Add: items not requiring current operating 
funds (Note\l4) ine... focndteener ss sees 2,431 603 Investing activities 
Pieces al perenne over expences Acquisition of capital ASSCIS Zee essa sere ote (2,311) (345) 
after adding lems noeceeninane Natural Heritage Building aces fertee eens: (37,562) 
Bicient cpecaiiie tundee aee meeee 630 1,726 Advances—Natural Heritage Building ....... 1,412 (812) 
: ; : (38,461) (1,157) 
The accompanying notes form an integral part of the financial statements. ——lJ 
Decrease in cash and 
short-term investments.................+-s (1,411) (2,758) 
Cash and short-term investments, 
beginning, ofsyear en alo ere eels eesti 6,554 9,312 
Cash and short-term investments, 
SHG MOV OAs enone Ga oGNOS OT Onto Coc Ow 5,143 6,554 





The accompanying notes form an integral part of the financial statements. 
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NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1997 


1. Authority and mission (d) Pension plan 


The Canadian Museum of Nature was established by the 
Museums Act on July 1*', 1990, and is an agent Crown corpo- 
ration named in Part I of Schedule III to the Financial 
Administration Act. 


The Corporation’s mission is to increase, throughout Canada 
and internationally, interest in, knowledge of and appreciation 
and respect for the natural world by establishing, maintaining, 
and developing for research and posterity a collection of natu- 
ral history objects, with special but not exclusive reference to 
Canada, and by demonstrating the natural world, the knowl- 
edge derived from it and the understanding it represents. 


. Significant accounting policies 


These financial statements are prepared in accordance with 
generally accepted accounting principles and reflect the fol- 
lowing policies. 


(a) Inventory 


Inventory of publications is valued at the lower of cost or 
net realizable value. 


(b) Capital assets 


Capital assets are recorded at cost. Assets recorded as 
capital leases are initially recorded at the present value of 
the minimum lease payments at the inception of the lease. 
Amortization is calculated on the straight-line method us- 
ing rates based on the estimated useful life of the assets as 


follows: 

Property under capital lease 35 years 
Collection cabinets and compactors 35 years 
Research equipment 10 years 
Technical equipment 10 years 
Furnishings and office equipment 10 years 
Motor vehicles 5 years 
Computer equipment and software 3 years 


Major leasehold improvements are capitalized and amor- 
tized over the term of the respective leases to a maximum 
period of five years. 


Material and equipment acquired for the purpose of the 
design, development and maintenance of exhibits are 
charged to operations in the year of acquisition. 


(c) Collections 


The Canadian Museum of Nature holds and preserves in- 
valuable collections of natural history specimens for the 
benefit of Canadians, present and future. The collections 
form the largest part of the assets of the Corporation. The 
collections are shown as an asset on the balance sheet at a 
nominal value of $1,000 to ensure that the reader is aware 
of disclosure issues concerning the description of the col- 
lections and the stewardship policies followed by the 
Museum. 


Objects purchased for the collections are recorded as an 
expense in the year of acquisition. Objects donated to the 
Corporation are not recorded in the books of account. 


The Corporation’s employees participate in the Public 
Service Superannuation Plan administered by the Govern- 
ment of Canada. Contributions to the Plan are made both 
by the employees and the Corporation on an equal basis. 
These contributions represent the total pension obligations 
of the Corporation and are recognized in the accounts on a 
current basis. 


The Corporation is not required to make contributions with 
respect to actuarial deficiencies of the Public Service Su- 
perannuation Account. 


(e) Employee termination benefits 


Employees of the Corporation are entitled to specified 
benefits on termination as provided under labour contracts 
and conditions of employment. The liability for these bene- 
fits is recorded in the accounts as the benefits accrue to the 
employees under the respective terms of employment. 


The Corporation has established Early Departure Incentive 
(EDI) and Early Retirement Incentive (ERI) Programs con- 
sistent with those offered to the Public Service under 
Treasury Board Guidelines. The costs of such severance are 
disclosed in the financial statements, including propor- 
tional reimbursements from Treasury Board for severance 
liabilities accruing before July 1, 1990. 


(f) Services without charge 


The Corporation does not record in the financial statements 
the value of the following services it receives without 
charge: 


— Volunteer and other services donated by individuals and 
corporate entities and, 


— Auditing services from the Office of the Auditor Gen- 
eral. 


(g) Parliamentary appropriations 


Parliamentary appropriations for operating expenses are 
included as revenue. Parliamentary appropriations to ac- 
quire capital assets are credited to Equity of Canada. 


(h) Contributions revenue recognition 


The Corporation receives donations, gifts and bequests 
from individuals and corporate entities. These contribu- 
tions are to be used for the purposes for which they were 
donated. Contributions and interest are recognized as reve- 
nue in the year in which the related expenses are incurred. 


. Cash and short-term investments 


The Corporation invests operating and restricted funds in the 
short-term money market. The overall portfolio yield as at 
March 31, 1997 was 3.03% (1996—5.04%). Treasury policies 
for the Corporation limit investments to instruments held in 
short-term investments to a maximum of 36 months rated AA 
or better and guaranteed by the Government of Canada, a 
provincial government or the Royal Bank of Canada. The 
average term to maturity is 30.37 days. The cost of the portfo- 
lio approximates its fair market value. 


A — 156 
CANADIAN MUSEUM OF NATURE—Continued 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1997—Continued 


4. Restricted cash and short-term investments 


Restricted cash and short-term investments accounts include 
contributions received from individuals and corporate entities, 
by way of bequest, gift or donation and may be specific as to 
purpose. Restricted cash accounts are managed in accordance 
with the donor’s wishes and are invested in accordance with 
investment policies of the Corporation. 


Restricted cash and short-term investments also include par- 
liamentary appropriation received during the year which is 
restricted for the Victoria Memorial Museum Building stone- 
work project. 


Restricted cash accounts are comprised of: 


1997 1996 
(in thousands of dollars) 











Restricted reseaticn Cash eeemmteet genet ant 294 300 

Restricted programming cash............. 174 1,184 
Systematic entomology endowment 

fund (Note:S)aw. cots eee ranean oe 319 315 

787 1,799 

Stonework projectrcn spree rein 7,086 5,486 

7,873 7,285 





5. Endowment Fund 


The Corporation maintains an endowment in the principal 
amount of $250,000 received from Anne and Henfy Howden 
which included a significant entomological collection. The 
endowment was established to enable professional studies and 
research of entomological collections for the Museum. 


The principal of the Systematic Entomological Endowment 
Fund can not be expended. Accumulated interest earned from 
the endowment may be expended for specified purposes and 
the residual balance totalled $68,000 at March 31, 1997 
($65,400 at March 31, 1996) which is included in deferred 
revenues (Note 9). 


In the event that the Corporation decides not to maintain 
entomological collections, the Systematic Entomology En- 
dowment Fund shall be transferred, along with any 
entomological collections, to the Royal Ontario Museum. 


. Collections 


The Canadian Museum of Nature holds and preserves in- 
valuable collections of natural history specimens for the 
benefit of Canadians, present and future. The collections form 
the largest part of the assets of the Corporation. 


The natural history collections consist of over 10 million 
specimens and grew by 4,408 items this fiscal year. They are 
an exceptional scientific resource that is available nationally 
and internationally for research, exhibits, and education. 


The collections are divided into four discipline-related 
groups, being: 
e the Earth Sciences collections (minerals, rocks, gems, fos- 
sils) 


e the Vertebrates collections (mammals, fish, birds, amphibi- 
ans, reptiles) 


e the Invertebrates collections (molluscs, insects, crustaceans, 
parasites, worms, others) 


e the Botany collections (algae, vascular plants, mosses, li- 
chens). 


The stewardship of the collection is the responsibility of the 
Collections Division and is monitored by the Collections Ad- 
visory and Collections Development Committees. The 
Museum has taken a major step in the preservation of its 
collections by moving them into a new state-of-the-art Natural 
Heritage Building in Aylmer, Quebec, acquiring new collection 
cabinets to replace all old sub-standard units and implement- 
ing several other upgrades to storage and risk management 
procedures. During the cleanup for the move, some surplus 
specimens were deaccessioned, being transferred to other in- 
stitutions, sent for destruction or sold. 


7. Capital assets 











1997 1996 
Accu- Net Net 
mulated book book 
Cost amortization value value 
andy s:apPxeeeee ote sito ss 505 505 505 
Property under 
capital 
lease ec Re ents eee 35,187 995 34,192 
Collection cabinets 
and compactors......... 33525 101 3,422 
Computer equipment 
and softwareeree ee enteet 2,261 2,126 135 510 
Research equipment....... 1,399 1,191 208 38 
Furnishings and 
office equipment........ 1,303 458 845 204 
Leasehold improvements .. . 1,621 1,413 208 413 
Technical equipment....... 279 190 89 367 
Motor vehicles........... 117 117 
46,195 6,591 39,604 2,037 











8. Capital lease and secondary financing obligations 


The Corporation signed a project agreement, dated 
December 15, 1995 witha selected developer, for the construc- 
tion of a corporate consolidated facility to be known as the 
National Heritage Building (NHB), to house the Canadian 
Museum of Nature natural history collections and adminis- 
trative functions, on the Corporation’s site in Aylmer, Quebec. 
During the year, the Corporation moved to the new facility. 


The Corporation is acquiring the building through a lease 
purchase agreement with a term of 35 years. It is committed to 
pay rent under all circumstances and in the event of termina- 
tion of the lease, at the Corporation’s option or otherwise, pay 
sufficient rent to repay all financing on the building. Manage- 
ment intends to completely discharge its obligation under the 
lease and obtain free title to the building in 35 years. 


In addition, in 1997-98, the Corporation intends to seek 
secondary debt financing from a private financial institution 
to pay the amount currently recorded as Payable-Natural Her- 
itage Building. 
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Future minimum lease and debt repayments, by year and in 
aggregate, under the financing obligations are as follows: 


Obligation Estimated 
under obligation Total 
capital to finance financing 


lease Payable-NHB _ obligations 





(in thousands of dollars) 


LOO Sen orate Mes vcavet shaagexe atvns 3,500 1,326 4,826 
SOG Meyer asenkrtcantia.s cakaysraiGre os 3,500 279 3,779 
OOO ea a erate ccca ster -asanstr 3,500 279 3,779 
2.0 Oley teatenesio cereals seastecsie 3,500 279 3,779 
DD Fa rey caer eastern ahspotepe coat eox 3,500 279 3,779 
SUNETEALCI ane eecnerenvas apeve sus ase 105,001 1,908 106,909 





Total minimum future 





paynientenl melas Ah ST 122,501°” 4350” 126,851 
Deduct: imputed interest...... (88,360) (1,111) (89,471) 
Present value of 

financing obligation ....... 34,141 3,239 37,380 








) The amounts payable under the capital lease are based on the fixed interest 
rate of 9.88%, for a period of 35 years, established at the time of signing the 
lease. 


) Consistent with its intention, management has estimated the total amounts 
payable under the obligation to finance the Payable-NHB based on interest 
rates and repayment terms considered probable for such financing. 


9. Deferred revenues and contributions 


Deferred revenues include receipts from operations and con- 
tributions of gifts and bequests which have not yet been earned 
and relate to future period activities. Revenues from contribu- 
tions are recognized when corresponding expenses are 
incurred. 


Changes in the deferred revenues balance and the recogni- 
tion of contributions are as follows: 


1997 1996 


(in thousands of dollars) 








Beginning balance .meie es ote ees 4,919 5,047 
Less amount recognized as 
CONIMDIUIONS ete cite erat er (2,524) (1,293) 
Add amounts received relative to 
MUONS son onocokonooseron geend 307 1,165 
Sieve EINES, apocaaneonsoonuocduagned 2,702 4,919 
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Deferred revenues are comprised of: 

















1997 1996 
(in thousands of dollars) 
Short-term 
Deferred revenue—Stonework 
PLOJECUR tire oe csnacetisiacrsauecebs sooo. 2,093 2,465 
Deferred revenue—Collections 
Cabinetsyreceecne ereeca crea cei s care 800 
Other deferred'tevenues...-..-...+.--- 97 
2,190 3,265 
Long-term 
Restricted/research cash...........-..-. 294 300 
Restricted programming 
CAS eer cts iene eg een te 150 1,184 
Restricted endowment 
fundiinterest cara recs ore cue ste avanae anssoce 68 65 
Other deferred revenues............... 105 
512 1,654 
Total deferred revenues’.......-......... 2,702 4,919 








10. Parliamentary appropriations 


Parliamentary appropriations are provided for operating ex- 
penditures in accordance with Government of Canada policy 
for funding current operations and are recorded as income. 


Parliamentary appropriations for capital acquisitions are 
credited to Equity of Canada. 


1997 1996 


(in thousands of dollars) 














Department of Canadian Heritage......... 27,002 26,477 
Due to Canada—Deemed 
APN Ne wenonneoonenbecqenanoor 186 
Tresury Board submission— 

Severance COS(Ste miner tere: 129 344 
Motalbrecognizederpr a taterlsiee tetera: 27S 27,007 
Total appropriations have been applied 

as follows: 

@perating expenses.......5.--------.--- 20,992 23,271 


Parliamentary appropriations— 





Stonework projectseensttre em iert-nase tae: 5,000 2,990 
Deferred operating expenses 

TECOPMIZE Ce eennaere- tae venretieteceei: eerie (3,265) (2,864) 

OOD 23,397 

Capital acquisitions .............+---- 2 Silil 345 
Deferred revenue—Stonework 

VD SOlo on comncavoedodsiooaasnecne 2,093 2,465 
Deferred revenue—Collection 

GADINAG sa. codnon so de ogeanie woucne 800 





(otaliapplicd mercer err rrrrk eter ttre 27,131 27,007 
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ith 


We 

















Commercial operations 
Commercial operations revenue is comprised as follows: 
1997 1996 
(in thousands of dollars) 
Boutique revenueaccm ict teltetrette i ieeraers 242 325 
Cost off soodsisoldaen..c ase inryeaa (156) (182) 
White-off ofinventory =...---)- eee (36) 
Boutique gross protitaan. 1 tiie 50 143 
Publishingarevenvle semiotics 147 110 
Costiofigoods soldianen. am scieerra keeer: (57) (83) 
Publishing gross profit ¢.42c.e-cede e ree 90 P47 
Publishing royaltlesie erect eesel- eee 93 69 
WMI RE Oh cranes comauocnoedaddanoo odo. 338 424 
Parkins cseccanecccssraye eorera soe avanere re ecseren 194 221 
Rentalkoptaciliticsemer erent te 199 187 
Other commercial activities .............. 824 901 
Total commercial operations 
TEVELUE s cranncrere rue torn voter eeatiateteeeke 964 1,071 





. Related party transactions 


In addition to those related party transactions disclosed 
elsewhere in these financial statements, the Corporation is 
related in terms of common ownership to all Government of 
Canada created departments, agencies and Crown corpo- 
rations. The Corporation enters into transactions with these 
entities in the normal course of business. 


. Contractual commitments 


The Corporation has entered into agreements for the provi- 
sion of services and equipment. The payments under these 
agreements are approximately as follows: 


1999 
and subse- 
1998 quent years 


(in thousands of dollars) 


Victoria Memorable Museum 


Buildingamamtenance nce eer aer 973 
Natural Heritage 

Building maintenance 4. ..-0. 6. - sea 600 1,200 
Stonew orkaprojechCOstsicmmaietae ener a 2,095 
@therconmitmentsenr erie ier teetets 1,088 103 


4,756 1,303 





14. Items not requiring current operating funds 


Items included in the statement of operations not requiring 
current operating funds: 


1997 1996 
(in thousands of dollars) 





Amortization of capital assets ............ 1,797 796 
Employee termination benefits ........... 125 (207) 
Loss on disposal of capital assets ......... 509 14 


Net items not requiring current operating 
Flin DSwaretasFtaced ete ov ty Meese, eS 2,431 603 








15. Comparative figures 


The 1996 comparative figures have been reclassified to 
conform to the 1997 financial statement presentation. 
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MANAGEMENT REPORT 


The financial statements of The Canadian Wheat Board together 
with other information contained in this annual report have been 
prepared by management, who have full responsibility for them, and 
approved by the Board. These statements reflect the results for the 
year ended July 31, 1996 and the financial status of the CWB as at 
that date. 


Management’s responsibility includes ensuring that the financial 
statements are prepared in accordance with generally accepted ac- 
counting principles appropriate in the circumstances and 
consistently applied, and that appropriate systems of internal con- 
trols and formal policies and procedures are in place to ensure the 
integrity and reliability of accounting and financial reporting, as 
well as the safety of all of the organization’s assets. 


Deloitte & Touche, Chartered Accountants, the CWB’s external 
auditors, have performed an independent examination of the finan- 
cial statements in this report. Management has made available to 
the external auditors all financial records and related data. 


The Canadian Wheat Board is responsible for ensuring that man- 
agement fulfills its responsibilities for financial reporting and 
internal control. The Commissioners, along with the Chairman of 
the CWB Advisory Committee, act as an Audit Committee in exer- 
cising this responsibility. The committee meets with the external 
auditors to discuss the results of the audit and the evaluation of the 
CWB’s internal controls. The Internal Audit Department, reporting 
directly to the Audit Committee, has a mandate to provide timely 
recommendations and assessments concerning the effectiveness of 
internal controls. The committee reviews the action taken by man- 
agement with respect to the recommendations made by the internal 
and external auditors. 


Donald E. Vernon, CA 
Executive Director, 
Finance and Treasurer 


Adrian Measner 
Executive Director, 
Marketing 


AUDITORS’ REPORT 


TO THE CANADIAN WHEAT BOARD 


We have audited the financial statements of the Canadian Wheat 
Board set out as Exhibits I to IX and notes thereto which include 
the balance sheet at July 31, 1996 and the statements of operations 
and distribution of earnings to producers for the 1995-96 pool 
accounts for wheat and barley for the period, August 1, 1995 to 
completion of operations on July 31, 1996 and for amber durum 
wheat and designated barley for the period August 1, 1995 to 
completion of operations on September 30, 1996, the statement of 
cash flow for the year ended July 31, 1996, the statement of advance 
payments to producers under the Prairie Grain Advance Payments 
Act as at July 31, 1996, the statement of administrative and general 
expenses and allocations to operations for the year ended July 31, 
1996, and the statement of special account transactions for the year 
ended July 31, 1996. These financial statements are the responsibil- 
ity of the Canadian Wheat Board’s management. Our responsibility 
is to express an opinion on these financial statements based on our 
audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these financial statements present fairly, in all 
material respects, the financial position of the Canadian Wheat 
Board as at July 31, 1996 and the results of its operations and the 
changes in its financial position for the periods shown in accordance 
with generally accepted accounting principles. 


Deloitte & Touche 


Winnipeg, Canada 
December 20, 1996 
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BALANCE SHEET AS AT JULY 31, 1996 











ASSETS 


Accounts receivable 


(redit.sales(NoteS)icn an ascces ae 
Gompicted:salesmerteernae eis 


Prairie Grain Advance 


Stocks of grain (Note 4) ............. 


Deferred and prepaid expenses 


(RGD) scoocescoucdngbavnmeeogd 


MO tARASSEUS card cae tais Sent Ae ue 


6,653,277,799 
25,669,295 


52,651,783 
21,433,734 


6,731,555,955 
69,948,437 


63,080,272 
6,067,583 
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6,753,032,611 
1,432,610,530 


51,440,276 
44,162,927 


6,870,652,247 
1,096,984,965 


28,398,643 
47,304,606 





8,281,246,344 


8,043,340,461 











EXHIBIT I 
LIABILITIES 1996 1995 
$ $ 


BOrrowIngsi(INOte 7) anrares ete triers eis 
Accounts payable and accrued expenses 
(NGTENS) i treeeecreowep atone tomy Noreen mabe nctary 


OIN@CE SG) etter rareerteacto staan craters cu ketene a. 
Liability to producers 

(NotesIO esas oes tiene res omen ices ae 
Provision for final payment expenses 

(Note We sptoe everetemiath cnet erieracore stair 
Special account—Net balance of undistributed 

paymentaccounts;) (Note?) mien sere 


otalhiabilitiesservevesieeccycese here nner as tere 


6,459,297,949 
107,957,005 
1,159,716.160 
545,233,825 
5,805,860 


3,235,949 


6,492,291,399 
89,626,603 
651,706,561 
801,177,621 
6,053,405 


2,484,872 





8,281,246,344 


8,043,340,461 





Approved: 


LORNE F. HEHN 
Chief Commissioner 


RICHARD H. KLASSEN 
Commissioner 


GORDON P. MACHEJ 
Commissioner 


DONALD E. VERNON 
Executive Director, Finance and 
Treasurer 
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1995-96 POOL ACCOUNT—WHEAT 

STATEMENT OF OPERATIONS AND 

DISTRIBUTION OF EARNINGS TO PRODUCERS 

for the period August 1, 1995 to completion of operations on July 31, 1996 

















(with prior year comparatives for the period ended August 31, 1995) EXHIBIT II 
1995-96 1994-95 
Rate per Rate per 
Amount Tonne Amount Tonne 
$ $ $ $ 
Receipts from producers: Tonnes 14,352,453 14,640,658 
Reventies (Note: 1S) iraarrstanste: <7oyctavsrote a irae sys chevnar ato availed okay cu ol che eA eae ele ona cavetacevessuerstegs 3,812,102,708 265.606 2,919,771,669 199.429 
Deduct operating costs 
Country elevatorcarryinaicharges mcr serene sieletete terete eheterct stale tey erty terete) ore elevate sy 53,088,474 3.699 47,772,308 3.263 
Rerminal-storage yaaa cruciate teseis cals eerie Meet cokes aor rele kepeiats “or areay teak 8,309,959 0.579 12,394,015 0.847 
Demurrage/Despatchiern a -cerrecr tess sis outeger aetna eter ockaiaas ooo ceteheiebe 9,884,097 0.688 4,633,149 0.316 
Additional freight—lorterminalS tea eae isi tiie irtieiaiaieiiel. creyettoarete er 25,677,413 1.789 26,373,670 1.801 
——Preigntrate changer. rrr weirse tere bicieiiieiaiiordeicihererctercrs teres aoiel 6,958,629 0.485 17,806,373 1.216 
Binnie Per Roe Doom tne ron oem pm ou ae re aman aris Gn eetiaa om con co Pomona remo ten 149,237 0.010 967,387 0.066 
Interest-and.depreciationion GW B hoppencarsmmermmcaniscar ier eit tee irene terete 3,400,351 0.237 2,965,914 0.203 
Administrative expenseSircmaaactec tras otk cera oe dls cr shatben ister stohelonvaeres ecapelarversls apermcs) 27,502,595 1.916 27,172,609 1.857 
Interest Carnin gs: 0c apices i ace latosnisteyed cisertetera anno rer er Ne ror ore sapatelestovarstocct: invate eiatetererere (61,089,432) (4.256) (48,853,943) (3.337) 
73,881,323 5.147 91,231,482 6.232 
arnin eS:GistriDuted tOjprOdUCEES q-cro ieee ietaiedevetekrets ol rete terete io okelodeekel eters ie «ior-etorstofeterets 3,738,221,385 260.459 2,828,540,187 193.197 
Earnings distributed as follows 
Initial paymentsyaudelivery anime eer eet tenes tare eter rter tne retnter setter speyrerer 2,918,509,781 203.346 2,073,703,397 141.640 
Adjustment payments sy ercetoce tee tee orto patra er eaveraratayerstate (ovate al care ova» oeeeroke 662,262,615 46.143 478,563,676 32.687 
Interim: payments fkonc a settle cists eter eer eters elareraeeerarac pondonecgnobunegnyadsaK 145,292,645 9.924 
Finalspayinen tamer cite metre rte eet eto er neriai sterner oo er elane wert clei icickete Terie 157,283,664 10.959 130,835,493 8.936 
RebateoniproducenCarser eaters tee crrene itor etevema oenersuoten sere iioicte niece ieee sketseerod tal 165,325 0.011 144,976 0.010 
3,738,221,385 260.459 2,828,540, 187 193.197 
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1995-96 POOL ACCOUNT—AMBER DURUM WHEAT 
STATEMENT OF OPERATIONS AND 
DISTRIBUTION OF EARNINGS TO PRODUCERS 


for the period August 1, 1995 to completion of operations on September 30, 1996 


(with prior year comparatives for the period ended August 31, 1995) 
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EXHIBIT III 














Receipts from producers: Tonnes 


REGO ENON connec cada peabeabnaunngs cenoguTocnuocnnodmmonponansHdeoe 4 


Deduct operating costs 


(CantinnalAieie certagy nls CHENG hieG soap acomssudadLe vonodsyeddvodanaEenanannds 
TEES op ound oSoasoeuolene oommoomeoeoconransdsancapecumocadsunnor 
DeNTEIDES TAG tow o po uc a bb oodnoombondbpedan Regabocung savoONBeSoMace han 
Additionalstrete it—lontermitial Si aereyetverervere) rates /eaks Ve laleester ers lena el sheteuer rss erat nec 

Sa tS enoe NII 6 Ganco ano abo odin agus eouanounGounAGnt 
DRM oo nsocnpaauvddashoopatnueons CosBoadub Ar sonmaHooUnoonPOmAnOTaoO nse 
Interest and depreciation on CWB hopper cars........ 2... eee ee eee eee eee eens 
/AMiininii@a IMO OG qUaNIS oo auaooanaoases oaeioneodnoo doo conn oensoanosnbogn Or 
IYASECATMNIEE, 5 coca cue ccdsoaedoaenossboonsoounooncanSonnocunOanoGmIsNOdF 


Bammnpsidistributed tO Producers... sos. aes lea we ye ei nein s ele ine ee esi ne 


Earnings distributed as follows 


Initialipayments atdelivertyac. a.c. = saeco tee ie ee iss oye melee ieee weir in am 
JNA RUS ICRA NSNS 4, 500 cena boocouagoadmboanenarnescanocupedemenodgoodn on 
NEN PENNS Mig oo pone cbodagbouseEADOgBDOgHEnano Neb OnboceEaUOoDe ounonrn aE 
PHONON ono voooedmasonueot souueo do Hane auaOEcanmobevOdpOdmBanEAnOGE? 
Reh ateron producer CAMs mregey ew ayacstcerete cite rater roar ler yes eest eed l len elalen diere sTeuslel ton 
































1995-96 1994-95 
Rate per Rate per 
Amount Tonne Amount Tonne 
$ $ $ $ 
3,973,384 4,068,116 

Satveté 1,130,364,370 284.484 1,093,295,512 268.748 
Sachin 14,386,754 3.621 11,998,159 2.949 
Seeker 7,956,863 2.002 6,634,318 1.631 
Seer (781,718) (0.197) 552,796 0.136 
Satron 3,510,438 0.883 1,443,688 0.355 
Peas 1,304,605 0.328 SSS. 718 1.262 
cate 78,839 0.020 134,374 0.033 
Beate 941,365 0.237 815,987 0.200 
Daeg 8,004,750 2.015 7,553,119 1.857 
Sees (9,334,782) (2.349) (9,164,415) (2.253) 
26,067,114 6.560 25,101,744 6.170 

Nees 1,104,297,256 277.924 1,068,193,768 262.578 
eoeae 831,562,780 209.284 676,263,633 166.235 
ras 175,425,808 44.150 181,094,727 44.516 
nt 41,703,041 10.496 121,066,889 29.760 
Dice Dos 9 Lao 13.991 89,740,937 22.060 
Se en? 12,896 0.003 27,582 0.007 
1,104,297,256 277.924 1,068,193,768 262.578 
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1995-96 POOL ACCOUNT—BARLEY 

STATEMENT OF OPERATIONS AND 

DISTRIBUTION OF EARNINGS TO PRODUCERS 

for the period August 1, 1995 to completion of operations on July 31, 1996 





















































(with prior year comparatives for the period ended August 31, 1995) EXHIBIT IV 
1995-96 1994-95 
Rate per Rate per 
Amount Tonne Amount Tonne 
$ $ $ $ 
Receipts from producers: Tonnes 1,267,781 1,059,655 
Reyenue (Note I 5)h i: ccc terse eres oasis clear ete erate Inte eavaccrave Rtas ol crstarede ver sseyi 266,619,989 210.304 120,312,684 113.540 
Deduct operating costs 
Country elevator catiyain gil anges mir taperctetetersteter aia aetel alee etetels fel eVe-tals/als RicNciefoneneretsh lo tsnel= 4,261,033 3.361 3 o2.207) 1.276 
Terminalistorace wcaes cmmtecte cccteeceeloretelstatensns she fern cele TSC Pe velo totey ay efeleriv siete aie te leer aleve ss 1,666,050 1.314 1,599,084 1.509 
Demlurrage/ Despatch re cee trate tere shah eee Need tel ete oeareteeve nee cielo el See ie ele eleronrieel- alt =I 283,322 0.223 7,143,566 6.741 
Additionalfreight—or terminals: ay. apryrcter-y-rrctetever natote eet teted ese te lctode lalor era ale tee eae yon Tea (635,706) (0.501) 4,229,443 3.991 
aS hee: pon comand lus nbs icine HHO SEROON Maousuadnds ood 1,080,912 0.853 (1,021,069) (0.964) 
ID Tait iT armen ershid ei oRNIOICI Gad Othe CRORE READS Do oo come GOsae od bic Jinan eater ona 13,027 0.010 540,959 0.511 
Interest and depreciation on CWB hopper Cars......... 5.2.0 c eee e cence eerste eens 300,360 0.237 212,547 0.201 
Administrative ©XPCNSEStyae cel eyeteoeYsverststeretdsrs ce horea eetney ster tated elebeten che eaetefe rs Wiersie ci -teiet sls ier<l= 2,442,236 1.926 1,970,956 1.860 
IMterest arnings aac tem decent seme) ever Mepelo tere l sate: Caen rete recon erete oyaiercasktasferegersial es (5,970,870) (4.710) (4,712,224) (4.447) 
3,440,364 2.713 11,315,519 10.678 
Earnings distributed toi producers... -7srattte netstat te ate cle tetetae ote) yrdotatsfetensters)seloiaTel= 263,179,625 207.591 108,997,165 102.862 
Earnings distributed as follows 
Initial payments;at Celivery ra cya-m ters stepete tote tee) oh eetestettesT aerate ee erst oes yategv= Are oer yey caer eel 220,053,281 173.574 101,403,742 95.695 
NAPS TSA PEDIC Bien ann ab eb o0 bog onddagougsotn.concocusca oon DoDUUGUMECagGuGNd 32,304,766 25.481 5,586,191 Si2dZ 
MHL WSENAINON pricabeatomoudenes Sobbodpudbbnoobeapeonneed Be aa nk Bye Mee nterereinens erage 10,808,345 8.526 1,992,694 1.881 
Rebate onyproducenicansie yer ee cttaraterstraicta si svevaysitarsaareietete ohne veto tkere) veka lateters eke nePat t= 13,233 0.010 14,538 0.014 
263,179,625 207.591 108,997,165 102.862 
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1995-96 POOL ACCOUNT—DESIGNATED BARLEY 

STATEMENT OF OPERATIONS AND 

DISTRIBUTION OF EARNINGS TO PRODUCERS 

for the period August 1, 1995 to completion of operations on September 30, 1996 
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(with prior year comparatives for the period ended September 30, 1995) EXHIBIT V 
1995-96 1994-95 
Rate per Rate per 
Amount Tonne Amount Tonne 
$ $ $ $ 
Receipts from producers: Tonnes 2,549,505 2,260,241 
Rey entes(N Otenl'S) Mamie erg ceeaopcregs a ae eset iow qeine naronctert ners o etle,a causa eletnwe |s svsrsie coun arses 620,029,297 243.196 392,143,240 173.496 
Deduct operating costs 
@ountnytelevator carryime CN Arees! ya a ciera cdots pore ielas svete aysieaenneeisteveleetaishsisreidle aloaiererae's 243,513 0.096 
DemummazeD esiatchemmemeretec teeta tenets or tererarteabars etskests sacs suatarete Crtvetennetersiete peste cel ctete syst: (6,929) (0.003) 371,587 0.164 
Nadinonaletcer ent Ontenmlitialsitevrr is sre tee teers ce pease arts reteset retainer stirs es 8,495 0.003 
E—Preight rate CHAN Oe nn naraccysuntscleseuuesenmtr ec isurs eilsrede serene cus necusee str (33,653) (0.013) 
Interest and depreciation rate on CWB hopper cars... i...22 2s cece ae es we serio 604,023 0.237 453,362 0.200 
NGS ERLINTE CSGISNNIS xo ono n9 ooced OF AHO MOA SD ERE DOSD) GunOOspOUnDogUaC EHS URDEnoR 4,885,483 1.916 4,221,791 1.868 
(RES) CATER se Sieh aoc 08 wy 6 Gan AAA BEAM OE MOONS on UnOD Dane one Metone onetnos (4,468,138) (1.752) (3,692,079) (1.633) 
1,232,794 0.484 1,354,661 0.599 
Bamunesidistbuted tO: Producers mapa ats eri t verre seeker elebateele eel ainy leroy sara tnis tere 618,796,503 242.712 390,788,579 172.897 
Earnings distributed as follows 
call PRYDNSUS BUGIS ies oo cseuanoosn> goenawsparoncoogebcononmEsuyseecuboospor 493,505,162 193.569 323,355,989 143.062 
/NGIUATMOAOENPONENS -.c .o50e opoepuno cde ns ceonaGoanoKondoosroa se OG ay OUnDoUue Gann 80,823,962 3167.02 25,061,049 11.088 
SBN pecan pene cae oencepese ose gogbocAbdncnenounUOUbOGuponeDeuoSEOODD 15,800,510 6.991 
PHN oun sondaun oe cansonensouGespounnedande SbanduEscuD onsen oonbpodDOGuD 33,696,550 [3217 19,248,558 8.516 
PROTOS CAITH CEN OMS ao ccanancwoobecuensose sau Sbacdooomundc mE pODDORDo gan goes 10,770,829 4.224 7,322,473 3.240 
618,796,503 242.712 390,788,579 172.897 
STATEMENT OF CASH FLOW 
for the year ended July 31 EXHIBIT VI 
1996 1995 
$ $ 
Cash flow from operating activities 
Gash received from thelsale Of @rattir mae «lerreiete ie lasehe ele) eve ae tes ettuter sl adore) o¥stene elo iste) eienaic ods) “fateaci ese Meeraici- betty “1a 5,829,116,364 4,525,523,105 
A IMU GATT os eS annayo ou 6b abo Sone ome ed 0S Coe EdoUm DORN Ho dob OntARO GUD Oho doin CoolammaD Cdr Gin oe cd 80,863,222 66,422,661 
CAG ROP NSA MPPCTAS ooo no ponouans coe sneusuaocsuaHe sonne Sp UCHOgRUROPe EES OU SD uEaROo Dare Ro unas dat (185,484,817) (195,426,067) 
Add items not requiring an outlay of cash—Depreciation ......... 00... s see eee eee tere e eee eee e ness 4,745,328 4,902,293 
Cash flow from operating activities before working capital changes ........ 1-1 sees serene erence teeter snes 5,729,240,097 4,401,421,992 
pe hanices ity working Capital A. oye occ eincasccee wee orn ea wie ming etme m vipunsan Savino ole poRiasbse ARS CocmiecreaIe= ine sipre, tot 176,462,652 203,632,179 
5,905,702,749 4,605,054,171 
Cash flow from other activities 
Decrease in accounts receivable—Credit sales... 0.1... cece cece reece teen enter e een teeter sees eens 78,278,156 DIB SIS May, 
NR ROE ner ERAS 4.550 cnnucndesnscosddbodneo cou cho guEnoOToone apo GHUOnuOnSecce Toon UCN DDO ubS oO Oa0o Ot (1,603,649) (2,180,899) 
76,674,507 271,134,278 
NERO ES GIN nite, ano coemonoonpocouunoodes 40 dsb ono donc oa suCnnoOUDODeOPOGGASnC hn Goppan orpox 5,982,377,256 4,876,188,449 
Cash distributed to producers 
@acibalance undistributed an prion year acre ererctercretsyeeer= elec yee orte aeaieenesc helene tue shrines ecnshon) keh (524,164,822) (669,503,418) 
Current year balances distributed to producers prior to July 31... ...- 1.0. sees esse treet tree eens teers eres e eee (5,425,218,984) (3,872,354,877) 
(5,949,383,806) (4,541,858,295) 
Siar HaeeRRO TRA coe an cocabonncdencot sownedpeaddo dnp onnnun Cut rous Cb ou COD COGNdOMENOGobomaEBoconD NGI 32,993,450 334,330,154 
Borrowings at bezminng Of Year ac > clean cael sn curiae dooms s4alec mast avn g is She eR nee se dee tiene sipry ee nine 8 (6,492,291,399) (6,826,621,553) 
(6,459,297,949) (6,492,291,399) 


oer ates aiene Ot Vea eri Face oso oon ye ror rae one Rene hs eee eae Oe We Pees 
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THE CANADIAN WHEAT BOARD—Continued 


STATEMENT OF ADVANCE PAYMENTS TO PRODUCERS 
UNDER THE PRAIRIE GRAIN ADVANCE PAYMENTS ACT 


as at July 31 














Balance to be refunded by producers 


1988-89iand prion Crop: Years pice tate speteressraretsielelevercteyacitstelelstafatelcir lel 
ICLP EC CR INCE Gosacopaboedodonaind ompandoono snp ooudauooD 
NOL ECE OM eNcelsonaacn a ommncrasenobod occ oGqhooraGuomme out 
IGN} ISS PAS 9) AEE cm aang 60 Waa doon soonccddwodtooagsnoogd0Ue 
1992293 crop Year cee. ie tee oe ire ter toier neta ey eakerareteye scorer yaaet-7 
1998-O4icrop years ceils cist etek telskeestehsrscetsree energy coe ciel 
GLY ROHS ie) ais gon sodnednnonnnodosoadus Sonome ddnaccH me Dor 
NCE SECO 05) Sa eee bo cadoones once cbedAnon nor odbdunGo don Ode 


Interest costs payable by Government of Canada 


Interest costs payable by Government of Canada................. 
Deduct amounts received from Government of Canada............ 


Interest charges payable by producers 


Regular interest payable by producers.............--+eeseeeeees 
Deduct amounts received from producers..............++++eeee- 


Default interest 


Interest received from producers on default payments..........7.. 


Deduct amounts forwarded to the Government of Canada 


Deduct balance of funds received from 
Government of Canada to cover 


advance payments imi deta teyyert-terepreteret reesei eteietlaktetetiers 


Line elevator companies to cover 


advance payinentsin i Gefaultoett setters) tererre iter ieiatelleletee 


Line elevator companies to 


COVER CUITENt advances raekemeterc ast tetaiierelel letersi ter eine caren otclrenste ters 












































EXHIBIT VII 
1996 1995 
Cash Advances Balance to Balance to 
advances to repaid by be refunded be refunded 
producers producers by producers by producers 
$ $ $ $ 
4,705,363,450 4,694,737,418 10,626,032 11,009,424 
144,260,874 141,743,926 2,516,948 2,679,201 
1,461,790,445 1,453,035,631 8,754,814 9,990,122 
1,163,737,749 1,153,270,994 10,466,755 12,417,719 
1,081,150,782 1,066,950,537 14,200,245 19,351,257 
819,208,984 793,347,550 25,861,434 47,759,262 
524,197,302 517,154,685 7,042,617 82,106,768 
542,198,368 475,022,308 67,176,060 
10,441,907,954 10,295,263,049 146,644,905 185,313,753 
374,263,690 363,318,141 
(373,549,555) (362,884,742) 
714,135 433,399 
29,376,803 28,583,698 
(25,587,645) (24,044,229) 
3,789,158 4,539,469 
(32,161,743) (28,248,464) 
26,860,281 22,708,061 
(5,301,462) (5,540,403) 
(90,984,373) (118,863,693) 
(1,903,388) (2,472,354) 
(307,192) (329,899) 
(93,194,953) (121,665,946) 
52,651,783 63,080,272 








Since the 1990-91 crop year, the producer pays interest on the part of the cash advance that is in excess of $50,000, and the Government of Canada pays interest on advances 
up to $50,000 (except 1993-94 when the producer paid interest on the part of the cash advance that was in excess of $60,000 and was required to pay the first 2.25% interest 
on advances up to $60,000). During the 1989-90 crop year, the producer was required to pay all of the interest on the cash advance. Prior to this, the Government of Canada 


paid all of the interest. 


THE CANADIAN WHEAT BOARD—Continued 


STATEMENT OF ADMINISTRATIVE AND GENERAL EXPENSES AND ALLOCATIONS TO OPERATIONS 


for the year ended July 31, 1996 
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EXHIBIT VIII 
1996 1995 1996 1995 
$ $ $ $ 
Administrative and general expenses: Allocations to operations: 
Advisory Committee (includes Marketing of producers’ grain 
election expenses in 1994-95) ............ 258,516 362,446 1995-96 Pool accounts 
Annual report, Grain Matters and other Wheat eee eee ee er eae 15,037,940 
(CANARY UM cHOG sc oopaceooneneouneon on 290,812 246,616 Pas Diitalhis baer nel nae Sees a0 4,163,157 
SATO ELT NE UES 4s cee o 4 Sunboeaonoeee 299,377 277,238 —— Sarl Vinwrae el orien ecaeae 1,328,331 
PATIL he CStem nee seote sree oichecere, Mecretsiionets S sosteeer ss 35 153,000 153,000 —Designated barley..............- 2,671,272 
BORGHAGTEMMINGS , .nosuanoousneaaoeneds 57,469 42,725 1994-95 Pool accounts 
Canadian International Grains = Wiheateee rte een rae 12,315,958 14,601,085 
Institute—CWB share of SS Darvin hae ae eae oats 3,422,165 4,057,120 
OARS GIST 6 cuacsycanyooscuegsode 1,400,333 1,347,850 = Barley me ce er eee 891,399 1,056,791 
Communications and information ........... 262,746 73,609 —Designated barley: 2. ..5...-5-. 1,926,933 2,254,131 
Computing equipment—Rentals and services. . 2,953,633 4,113,244 1993-94 Pool accounts 
Consulting and legal costs—Trade a Wheat srestegecauuenes ses eens Meare nor 14,773,722 
GNA: 625 oSthonahatonn socanDocubene 621,170 IPN ilesornddowa stembosagacavde 3,053,691 
Depreciation on automobiles, == Darleyaeyaterree te oe 1,991,179 
building, computers, equipment —Designated barley............... 1,492,842 
ANG ULMitre: ee ee wae acevo aeereressre = sate 1,852,188 1,985,826 
DIGIC MEETINGS 5c ao oneeoone aenooaunogde 21,204 43,351 Cost allocates We packer counts 
Human resources—Salaries .............--. 21,000,991 21,063,990 based Ori re aUve Onna aetna OMe: Seas eno 
Human resources—Unemployment Distributing final payments to 
insurance, pension, producers 
group insurance, medical 1989-90 to 1994-95 Pool accounts 
and other employee benefits.............. 5,139,259 4,734,852 (1988-89 to 1993-94 Pool accounts 
Human resources—Recruitment............. 71,026 156,495 for the prior year) 
Human resources—Training ——Wheatynystclaciae Sewer 441,361 450,931 
Bnd develoniicnt m.screyaes cise an ates 320,134 271,837 Dum... 2c 124,417 87,754 
Legal fees and court costs..............055- 21,800 114,488 —Barley .....-.-.-. eee eee eens 81,228 149,250 
Management consulting ............-...5-5 534,912 285,173 —Designated barley............... 69,017 53,951 
Manitoba Health and Education Cost allocated to payment 
NEEDS Fete Arora enon AP OnO It 8 «hone cc TORO ACRE ROSCOE 484,452 411,767 accounts based on activity ea oe 716,023 741,886 
Office and miscellaneous)... .sese.s ee cs 927,563 1,199,285 
HOS ERC oc acne S8h ab ond bas vd) UU HDO 1,042,426 928,020 
Printing, stationery and supplies............. 821,949 880,154 
Publications and subscriptions.............- 274,182 283,641 
Rental and lighting of offices, 
including maintenance of The 
Canadian Wheat Board building........... 2,075,693 1,936,027 
Repair and rental of office 
GEA i occedsaudenensos Onur onawene 237,602 210,239 
elecommunicationsmy-nyeteecieaeiete ester soe es 668,895 748,195 
Travelling and 
transtemolestathme ameter errr cereetscers 1,303,016 1,531,209 
42,473,178 44,022,447 42,473,178 44,022,447 
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THE CANADIAN WHEAT BOARD—Continued 


STATEMENT OF SPECIAL ACCOUNT TRANSACTIONS 


























for the year ended July 31 EXHIBIT IX 
1996 1995 
$ $ 
Balance of special account at beginning of year... 2.2... eee cence eee eect nent ete tent n eee este nese senses eens 2,484,872 3,470,850 
Add transfer to special account from payment accounts 
authorized by Order-in-Council P.C. 1996-1356 and 1996-1357..... 2.0.0 e sees ence tere e eee e een eee ete ees 1,360,539 
3,845,411 3,470,850 
Deduct expenditures authorized by Order-in-Council noted below. ........- 6.0 eee e eee eee ee eee renter eee eee eee eens (609,799) (985,898) 
Deduct payments to producers against old payment accounts ..........- 0+. seers eee eee eee e eee e settee teen eee ee ees (67) (80) 
Balance of special account at end of year .. 6.0... 00.0. e ese e ernest ene ne escort deme meals Heo siejntinne tes Conese sees cts 3,235,545 2,484,872 
Details of expenditures: 
Unexpended Authorized Unexpended Expended 
Authorized by as at crop year as at crop year 
Order-in-Council Description of purpose July 31, 1995 1995-96 July 31, 1996 1995-96 
$ $ $ $ 
P.C. 1994-1305 Market 
P.C. 1995-2202 development. .11onwetsesrtetterel-fore clenens se) 445,378 335,783 109,595 
P.C. 1995-2203 Canadian International Grains 
P.C. 1996-1358 Institute—Capital expenditures............ 169,228 115,000 115,000 169,228 
P.C. 1990-1538 Scholarshipipro grampsnva-materseters cnn rersere ci 48,559 301,441 44,024 305,976 
P.C. 1991-2548 Founding chairs programing sc cme 25,000 25,000 
688,165 416,441 494,807 609,799 





As at July 31, 1996 there were unexpended authorizations totalling $494,807 leaving an unallocated balance of $2,740,738. 


THE CANADIAN WHEAT BOARD—Continued 


NOTES TO FINANCIAL STATEMENTS 
The following are an integral part of the financial statements. 


1. Act of incorporation and mandate 


The Canadian Wheat Board (CWB) was established by the 
Canadian Wheat Board Act, a statute of the Parliament of 
Canada. The CWB was created as an agent of Her Majesty in 
right of Canada for the purpose of marketing in an orderly 
manner, in inter provincial and export trade, grain grown in 
Western Canada. The CWB is accountable for its affairs to 
Parliament through the Minister responsible for the Canadian 
Wheat Board. 


2. Summary of significant accounting policies 
(a) Results of operations 


The annual accounts at July 31 include the final operating 
results of all pool accounts for the crop year ended July 31, 
where marketing operations have been completed before 
the issuance of the annual report for that year. In determin- 
ing the financial results for such pools, the accounts of the 
CWB at July 31 include: 


(i) Stocks of grain on hand at July 31 at the values which 
were ultimately received as sale proceeds. 


(ii) Provision for all expenses incurred or to be incurred in 
the process of marketing these stocks of grain including 
a charge for the portion of administrative and general 
expenses to be incurred subsequent to July 31 but relat- 
ing to this marketing activity. Expenses related to 
marketing activities carried out subsequent to July 31 
are included in accrued expenses and accounts payable. 
The expenses included are carrying charges, storage, 
interest, rail freight and other transportation charges, 
and administrative costs, together with all other sundry 
expenses incurred during the period. 


(iii) Balances not yet distributed to producers at July 31 
where marketing operations have been completed for 
the 1995-96 pool accounts are included in Liability to 
producers. 


(b) Allowances for losses on accounts receivable from credit 
sales 


The Government of Canada guarantees the principal and 
interest of both the accounts receivable resulting from sales 
made under the Credit Grain Sales Program and the CWB’s 
borrowings incurred to finance these accounts receivable. 
Because of these guarantees, the CWB is not at risk should 
any of the unpaid amounts prove to be uncollectible. For 
credit sales made outside of the Credit Grain Sales Pro- 
gram, the CWB has entered into arrangements with a 
Canadian financial institution to guarantee that the CWB 
has no credit risk. Therefore, no provision is made by the 
CWB with respect to the possibility of debtors defaulting 
on their obligations. 


(c) Fixed assets and depreciation 


Fixed assets are recorded at cost and depreciated on a 
straight line method over their expected useful life as fol- 


lows: 
Computer equipment 1 to 5 years 
(to 1/20 residual value) 
Automobiles 2 years 
(to 1/3 residual value) 
Building and office alterations 3 years 
Office furniture and equipment 10 years 
Hopper cars 30 years 


Building 40 years 
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(d) Translation of foreign currencies 


Sales contracts denominated in foreign currencies are 
hedged by forward exchange contracts and are translated 
into Canadian dollars at the rate provided therein. Other 
income and expenses are translated at the daily exchange 
rates in effect during the year. 


Assets and liabilities denominated in United States dollars 
are translated at the exchange rate in effect at the balance 
sheet date. The CWB hedges its United States dollar assets 
and liabilities on a total portfolio basis. It is the CWB’s 
policy to manage these assets and liabilities in order to 
minimize net exposure to foreign currency fluctuations. 
Exchange adjustments arising from conversion of amounts 
due from foreign customers and borrowings are included in 
interest earnings. 


Medium term notes issued by the CWB in currencies other 
than the Canadian or United States dollar are hedged by 
currency swap agreements and are translated into Canadian 
or United States dollars at the rates provided therein. 


(e) Hedging of anticipated future transactions 


The CWB has entered into wheat future and option con- 
tracts to price a portion of anticipated sales. The CWB has 
also entered into foreign exchange forward and option 
contracts in order to manage the foreign exchange risk of a 
portion of anticipated sales. The gains and losses on these 
contracts form part of the net sales price and are recognized 
in income as an adjustment to sales revenue in the same 
period as the sales being hedged. 


(f) Interest and bank charges 


Interest expense and bank charges incurred by the CWB in 
financing its activities and interest revenue earned are cal- 
culated on a full accrual basis. Interest expense and 
revenue are netted which is consistent with the requirement 
under the Canadian Wheat Board Act that such amounts be 
treated as charges or recoveries of operating costs. Net 
interest earnings includes interest earnings and expenses 
related to accounts receivable, bank charges, transaction 
and program fees on borrowing facilities, and interest 
earned on each pool account during the pool period and 
until final distribution to producers. 


(g) Administrative and general expenses 


Administrative and general expenses, except for that por- 
tion of such expenses attributable to distributing final 
payments to producers, are allocated to the various pool 
accounts operations to which the services relate on the 
basis of the relative tonnage. Expenses attributable to final 
payments are allocated on the basis of the number of pro- 
ducers receiving payments from the various pool accounts. 


(h) Post-employment benefits 


Benefits provided to employees upon retirement or termi- 
nation are recognized in the accounts as they are earned by 
the employees. The unaccrued balance as at July 31, 1993 
was $7,980,330, which is being amortized on a straight line 
basis over ten years commencing with the 1993-94 crop 
year. The unaccrued balance at July 31, 1996 is $5,586,231 
(1995—$6,384,264). 
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THE CANADIAN WHEAT BOARD—Continued 


NOTES TO FINANCIAL STATEMENTS—Continued 


3. Accounts receivable from credit sales Due from the Government of Canada 


The status of accounts receivable from credit sales is as 
follows: 





1996 1995 
$ $ 
Due from foreign customers 

Current 65... fa nctrten erin eens cote 410,285,821 532,907,577 
ONerdue Sey nciare Acti Seen emote natns 542,894,695 514,653,464 
Subject to a Paris Club 

resched bling scr cstae care terrdeamtentes 137,842,737 193,865,329 
Rescheduledie tun. atretys en ten ee ne 5,430,839,079 5,429,260,525 





6,521,862,332 6,670,686,895 





Due from Government 
Of Canadaln.nc rive ciao cies ean era ave 131,415,467 60,869,060 


6,653,277,799 6,731,555,955 











Amounts that are current include balances receivable of 
$80,376,397 (1995—$16,803,428) arising from credit sales 
made outside of the Government of Canada guaranteed Credit 
Grain Sales Program. 


The accounts receivable from credit sales mature as follows: 





1996 1995 
$ $ 

Within: 1} 2monthisteya sete: eerie ticket etieks 865,235,034 579,049,858 
Due in 

1997298. Seteminss fous rete earn a eee 237,822,995 432,509,341 

MOO 809 ere 2 he hart octane me rome voLueys 338,310,972 236,086,095 

999-2 OOO wee.rrecinschesaran oreo nsis «ons leo 342,260,933 335,784,925 

PAS CORO We ans on eee armors loiter 296,221,345 339,862,408 

DO Ol andi alten eceterenriets ckenstelsieusrsress 4,573,426,520  4,808,263,328 





6,653,277,799 _6,731,555,955 








Amounts due from foreign customers 


These accounts receivable arise from sales of grain to 
Algeria, Brazil, Egypt, Ethiopia, Haiti, Iran, Iraq, Jamaica, 
Pakistan, Peru, Poland, Russia and Zambia. The terms call 
for payment in full within 36 months or less from time of 
shipment, except for Algeria, Brazil, Egypt, Ethiopia, 
Haiti, Jamaica, Peru, Poland, Russia and Zambia where the 
CWB, together with the Government of Canada, have 
agreed to reschedule certain receivables beyond their origi- 
nal maturity dates. All the reschedulings are arranged by 
the Paris Club, a forum through which the governments of 
debtor and creditor countries establish mutually agreed 
terms for the rescheduling and/or reduction of debts owed 
to the creditor governments and their agencies. Terms of 
such reschedulings vary calling for payment of interest and 
the rescheduled debt for periods ranging from 5 to 
25 years. 


Of the $6,521,862,332 (1995—$6,670,686,895) principal 
and accrued interest due from foreign customers, 
$4,597,347,569 (1995—$4,609,470,972) represents the 
Canadian equivalent of $3,343,768,688 (1995— 
$3,380,616,774) repayable in United States funds. 


In addition to debt relief by means of extending the pay- 
ment terms, the Government of Canada has in certain cases 
agreed to provide various levels of debt reduction, through 
the Paris Club, to customer countries who have rescheduled 
amounts owing to the CWB. Under the debt reduction 
arrangements, payment of amounts owing to the CWB is 
divided on an agreed basis between the debtor country and 
the Government of Canada. The amount of $131,415,467 
reflects the amount due from the Government of Canada as 
at July 31, 1996 under these debt reduction agreements. 


Of the $131,415,467 (1995—$60,869,060) principal and 
accrued interest due from the Government of Canada, 
$39,619,072 (1995—$29,555,962) represents the Cana- 
dian equivalent of $28,815,966 (1995—$21,676,540) 
repayable in United States funds. 


4. Stocks of grain 


Stocks of grain at July 31 are reported at the value ultimately 
received as sales proceeds as follows: 





1996 1995 
$ $ 
W Heat ste hae eet tiaras crocus Sei ere teh anes 840,641,828 678,661,192 
Duriiit.. accu ae oc aia eae beedecs 452,585,664 379,442,414 
BarleYis.consa sre atieras cise air ae hae a 70,071,525 6,423,461 
Designatedibarleyeecsmee sani. weet 69,311,513 32,457,898 





1,432,610,530  1,096,984,965 








5. Deferred and prepaid expenses 


Deferred and prepaid expenses of $51,440,276 (1995— 
$28,398,643) includes net results of commodity hedging 
activities applicable to subsequent pool accounts of 
$21,258,841, prepaid costs of moving inventory to eastern 
export positions of $20,983,031, purchase options on leased 
hopper cars of $5,137,335, deposits on commodity margin 
accounts of $1,871,049, and other deferred and prepaid ex- 
penses of $2,190,020. 
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6. Fixed assets 














1996 1995 

Net Net 

Accumulated book book 

Cost depreciation value value 

$ $ $ $ 

Building ccc 4,572,956 3,668,063 904,893 1,005,280 
Building and office alterations SORTS ci eee ete CR eR Coa eee 1,107,314 667,093 440,221 141,166 
Office furniture AnGhequipmen time mers rans aay rae aap arnene een 4,378,011 2,487,674 1,890,337 1,957,935 
Computer LELTTSVANEINE 3 2h char eaen cles cco AP CPO Oe cueno Cnn Ome MOG TOs SnD ic ns Oar oad 7,393,705 3,917,502 1,476,203 1,501,456 
PATIOMMODILES siete a retre scents ante Gosh sous amieso occ oiieie mbgenee ep aot aeRO aye Gloom sre taete 690,401 296,527 393,874 441,849 
[Blo] )AMCRIS tag on Bede me Rhino Capp OOeD OUR som eu DoGEoLO cere memos bad 86,797,564 47,740,165 39,057,399 42,256,920 
104,939,951 60,777,024 44,162,927 47,304,606 








Two thousands hopper cars were purchased by the CWB in 8. Accrued expenses and accounts payable 
1979-80 having an original cost of $90,555,623. Of these 
2,000 cars, 83 cars have been wrecked and dismantled leaving 1996 1995 


1,917 still in the fleet. The CWB is reimbursed for destroyed 









































cars under an operating agreement with the Canadian National $ $ 
Railway. 
1B J Deferred sales revenues aupoctacedeneae ere 33,577,806 10,654,576 
- BOTTOWINES Accounts payables ..c. 00.7 eosin 35,834,294 46,216,861 
Details of these borrowings are as follows: Expenses incurred subsequent to 
July 31 for marketing 
activities on behalf of the 
1996 1995 current year pool accounts............ 38,544,905 32,755,166 
$ $ 107,957,005 89,626,603 
Short-term debt instruments Stat 
2 AEC eh ead Seer eee ee 5,923,783,101  5,920,311,779 9. Liability to agents of the CWB 
Medium-term debt 
ATISULUIMENtS are eter cre ease ole sl gi ancusie 535,514,848 571,979,620 1996 1995 
6,459,297,949  6,492,291,399 $ $ 
These borrowings fund the following: For grain purchased 
AOMMMPTOGUCETSIee eetsetae eer neater ets 957,709,932 494,333,230 
1996 1995 For deferred cash tickets ............... 202,006,228 157,373,331 
$ $ 1,159,716,160 651,706,561 
Grain purchased from producers 
Funds on deposit from : P : ; ; s 
etinantia pemtonwn eee es. (193,979,850) (234,562,561) Grain companies, acting in the capacity of agents of the 
Honea ines tontinane CWB, accept deliveries from producers at country elevators 
Pica n - 6.653.277.799  6,726,853,960 and pay the producers on behalf of the CWB based on the 


CWB’s initial price in effect. Settlement is not made by the 
CWB for these purchases until delivery to the CWB is com- 
pleted by its agents at terminal or mill position. Liability to 
agents for grain purchased from producers represents the 
amount payable by the CWB tto its agents for 





6,459,297,949  6,492,291,399 








Of the total short-term borrowings $4,069,850,631 (1995— 
$4,052,144,116) represents the Canadian equivalent of 


$2,960,106,648 (1995—$2,971,869,539) repayable in United 
States funds. Of the medium-term borrowings, $535,514,848 
(1995—$571,979,620) represents the Canadian equivalent of 
$389,493,671 (1995—$419,493,671) repayable in United 
States funds. 


The CWB’s borrowings are undertaken with the approval of 
the Minister of Finance. Such borrowings constitute direct 
obligations of the CWB and as such constitute borrowings 
undertaken on behalf of Her Majesty in Right of Canada. 


3 951 298 (1995—2 738 135) tonnes of grain on hand at coun- 
try elevator points and in transit at July 31 for which delivery 
to and settlement by the CWB is to be completed subsequent 
to the year end date. 


Deferred cash tickets 


Grain companies, acting in the capacity of agents of the 
CWB, deposit with the CWB in trust an amount equal to the 
deferred cash tickets issued for CWB grain. These funds are 
returned to the grain companies to cover producer-deferred 
cash tickets maturing predominantly during the first few days 
of the following calendar year. 


A —172 
THE CANADIAN WHEAT BOARD—Continued 


NOTES TO FINANCIAL STATEMENTS—Continued 


10. Liability to producers 


Wile 

















1996 1995 
$ $ 
Outstanding producer 
cheques at July 31 
WEA .cslos. oh etait resereyateiteisieretne See 153,398,037 152,012,574 
JO qh) eee ono aeons SADE 4, 64,589,683 110,818,965 
Oats css cic serene tere ons, ceva rencrouals eke 3,021 3,021 
Batley <,«6:caces. kere tye oiyee See hoe 8,899,593 176,643 
Designated Darley a er-er ee verre 19,067,706 14,001,596 
245,958,040 277,012,799 
Undistributed earnings to 
producers 
W heat: ire cicess hes cicie ersiecornerereuorsvelencvoncraye 157,448,989 276,273,114 
JOM cliutigggtecuccercnioc one SEDO daca 97,308,668 210,835,408 
Barley sc csceve ace. ceva treet aire echelon 10,821,578 2,007,232 
Designated barley ener 33,696,550 35,049,068 
299,275,785 524,164,822 
545,233,825 801,177,621 








Provision for final payment expenses 


The amount of $5,805,860 (1995—$6,053,405) represents 
the balance of the CWB’s reserve for final payment expenses 
of pool accounts that have been closed. Six years after particu- 
lar accounts have been closed, the remaining reserves for these 
pools may be transferred to the special account by Order-in- 
Council. 


. Special account—Net balance of undistributed payment ac- 


counts 


In accordance with the provision of Section 39 of the Cana- 
dian Wheat Board Act, the Governor in Council may authorize 
the CWB to transfer to a special account the unclaimed bal- 
ances remaining in payment accounts which have been payable 
to producers for a period of six years or more. In addition to 
providing for payment of proper claims from producers against 
these old payment accounts, the Section further provides that 
these funds shall be used for purposes as the Governor in 
Council, upon the recommendations of the CWB, may deem to 
be for the benefit of producers. 


. Lease commitments 


The CWB, as an agent of Her Majesty in Right of Canada, 
is the lessor of 2,000 covered hopper cars for the Government 
of Canada. All lease costs are recoverable from the govern- 
ment and are not a charge to the operations of the CWB. Total 
payments associated with leases in the year ended July 31, 
1996, amounting to $20,248,521 (1995—$19,985,536) have 
been recovered by the CWB. Lease terms are for 20 and 
25 years. 


. Off balance sheet financial instruments 


The CWB enters into hedging transactions for the sole pur- 
pose of matching its assets and liabilities and hedging market 
risk exposure. These transactions are designed to reduce the 
CWB’s exposure to mismatches in revenue and expenses re- 
sulting from fluctuations in interest rates and foreign 
exchange. These transactions include interest rate swap con- 
tracts, cross-currency interest rate swap contracts and 
currency swap contracts. 


The CWB also transacts foreign exchange contracts and 
foreign exchange options with financial institutions with the 
objective of hedging currency exposure arising primarily from 
grain sales. By hedging the CWB’s currency exposure, risk to 
adverse currency movements is eliminated. 


The CWB manages its exposure to the risk of non-perform- 
ance by the counterparty by contracting only with financial 
institutions having a very high credit rating qualified to the 
CWB’s standards, which are fully in line with those issued by 
the Department of Finance to Crown corporations. 


As at July 31, the total notional amount of these off balance 
sheet financial instruments, all either maturing or rate re-set- 
ting within one year, is as follows: 














1996 1995 
Notional Notional 
amounts amounts 
US$ US $ 
Interest rate contracts 
Single-currency interest 
fate SWANS spurs och aoetersrsisrs erauaee 506,000,000 349,500,000 
Cross-currency interest 
TALE SWAPS ieee severe clereis ies jeneieis siezeions 89,493,671 89,493,671 
GurrencyiSwapStaeeeecn ree 683,505,923 
1,278,999,594 438,993,671 
Foreign exchange contracts 
Foreign exchange 
forwardicontractsS..- cs. slewe. seer 644,429,910 752,855,783 
Foreign exchange 
OptionicOntracts weer er etre rae 20,000,000 
664,429,910 752,855,783 





1,943,429,504 = 1,191,849,454 








There were no Canadian dollar denominated interest rate 
swaps or currency swaps outstanding at July 31, 1996. 
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15. Sales 
Net sales are calculated as follows: 


(a) Wheat pool account 
























































1996 1995 
Tonnes Amount Tonnes Amount 
$ $ 
Campletedisalestanlwlyeoliewrene serrate an atyeieraoere arene antennae e citccenenens 12,998,103 3,375,684,928 13,735,452 2,602,746,107 
SALES Caron sy Ei reral Siero) UMA SW ao cea ceeenaeaedto dugodnoudvenaue 3,157,890 840,641,828 3,082,926 678,661,192 
Werebtlossesnnitransitiandind@rying: 1 a-esjenenins osc ee omer cade we 716 Die 
16,156,709 4,216,326,756 16,820,555 3,281,407,299 
Deduct: 
Graintacquired trom-other than producers)s--- + see ecn aucune 2 oats sae 78,901 17,486,232 98,009 13,242,094 
SHES Meal Ti) allie jarakore myeVOW AVON woe eoenenenonanocuseouesonetns 1253395 386,737,816 2,081,888 348,393,536 
INetesdles: Ol W lea treme me Meeavre codeine -vierare aot mieeesrc: staan era sect of neteheraucannre auclens eras 14,352,453 3,812,102,708 14,640,658 2,919,771,669 
The disposition of wheat stocks in tonnes 
is segregated as follows: 
Deva ata ale oo o.d:u o ocd Oe ORE BOERS OD EO Rca Oran Oriente cn Aktion. 2 eae 1,674,677 1,683,407 
EXIT EASA CS meee SaRe yee eer en ele eis) ayes taser cle ai eesnatn aintaammnctaGetacieneentacds 11,323,426 13,409,616 
SAEstOSUbSe quel pO Ol ACCOM ems ary ter water entree e terete tees tee greet 3,157,890 1EF25,395 
WEEN TIBEEES ieee in havin cogacacunoueen odaaou odooapeunnoauls 716 Dele 
16,156,709 16,820,555 
(b) Durum pool account 
1996 1995 
Tonnes Amount Tonnes Amount 
$ $ 
Gompletedisalesstowulysailimmnny menace curser leant Sete Faieco certs eveuchaareee 2,936,915 905,424,146 3,628,943 899,335,973 
Salles comalenaal nossa HATO UMN oo scannaoapsespocenodetnacenoe sue 1,836,819 452,585,664 1,340,190 379,442,414 
WielsitlossesdnaranciuanG ini Gnhyit Camera eet nines eaters oreo ret 1,736 1,616 
4,775,470 1,358,009,810 4,970,749 1,278,778,387 
Deduct: 
Graineacquiredetromyothen thamproducersinws. aside oat sneer tee Oellien 6,294,013 19,274 3,820,410 
Salestsed (onvalles prOnmpoolracCOuUnt secre wets crsysta eke taoeeletsre er -aatere mie stent 774,969 221,351,427 883,359 181,662,465 
INGiasalestOfMD UTM Reena mre etic reo no eenhouche (else abaeun aerate one as or 3,973,384 1,130,364,370 4,068,116 1,093,295,512 
The disposition of durum stocks in tonnes 
is segregated as follows: 
DOMES ULC; Sal Siar epee tay cee cop erate otece eee sce sai ye enon tes estse steele fe “ened tnvar=se 222,750 182,203 
ES GiGHiGHES on ho dae do aetno to Goo Uc oto on ot em mcm nosed inmemeoc amt te Brome 953 4,011,961 
SalesitorsubsequentpoollaGcountr may sri ste aetna ie sitet t= reel =e ai-rs- 979,031 774,969 
Weiehtilossesam transit and mmdnying eager aeons nicest celsius crt tee 1,736 1,616 





4,775,470 4,970,749 
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(c) Barley pool account 


















































1996 1995 
Tonnes Amount Tonnes Amount 
$ $ 
Completed sales to July 31... o 5 ee oe sec ee ee eee eens nals 931,288 202,268,278 275.723 145,220,286 
Sales completed subsequent to July 31 ........--- 2... eee eee eee teens 379,501 70,071,525 59,774 6,423,461 
Weight losses in transit and in drying .........-.. +. 2 esses eee terete eres 51 1,508 
1,310,840 272,339,803 1,337,005 151,643,747 
Deduct: 
Grain acquired fron other than producers ...........- +0 sees eee rene ences 15,250 ZOIDS 715 1,050 110,101 
Sales used to value prior pool account...........--0e eee eee eee eee 27,809 3,104,099 276,300 31,220,962 
INGUCAI EA PBEVEN n odocgaeae5n06a0s6 san conoDosO SS oumNeoBOGHnasouCmAc 1,267,781 266,619,989 1,059,655 120,312,684 
The disposition of barley stocks in tonnes 
is segregated as follows: 
Domestic: Sales cc cmicysctione cecynereieteea tteed Noun benstehcr sy eel toh ett) ate kevepeliiall ueete!~ 16,825 26,599 
EEXPOMt Sales jevaerceesole ele tered seats shee eey aldo a oN ote EN -Uatie lev io) “bei bees ofa kroner 914,463 1,281,089 
Sales to subsequent pool account.......... 6... s eee eee eee eet eens 379,501 27,809 
Weight losses in transit and in drying ............-2+0s esses sees teens 51 1,508 
1,310,840 1,337,005 
(d) Designated barley pool account 
1996 1995 
Tonnes Amount Tonnes Amount 
$ $ 
Completed sales to July 31.250... 00.02.20 e eee eee ence ee neers 2,264,045 550,992,796 2,104,155 359,685,342 
Sales completed subsequent to July 31 ..... 6.0... eee eee eee eee eee eee 286,555 69,311,513 156,086 32,457,898 
Weight losses in transit and in drying ............ 5.0 sees eee teen eee ees 
2,550,600 620,304,309 2,260,241 392,143,240 
Deduct: 
Grain acquired from other than producers. ........--..++0eseeeeeeeeeees 1,095 275,012 
Net sales of Designated Barley. 22-20... .c.0s 2-2 eweer sessment ns 2,549,505 620,029,297 2,260,241 392,143,240 
The disposition of designated barley stocks in tonnes 
is segregated as follows: 
DY ORT Saws sah Sb ones atodesnocuaoeMooboahoduddn oun.co Nn otooen 337,587 360,700 
Export Salesis ya avareceyster- cee ter= teeter eraser a wistove a) eve hePocareney shaleg stots Chon ese sie oehcea tar 2,194,738 1,899,541 
Sales to subsequent pool account............ 0. eee eee eee eee eee eee eee 18,275 
2,550,600 2,260,241 








16. Restatement of prior year’s balances 


Certain of the prior year’s balances have been restated to 
conform with the current year’s presentation. 





CAPE BRETON DEVELOPMENT CORPORATION 


AUDITOR’S REPORT 
TO THE MINISTER OF NATURAL RESOURCES 


I have audited the balance sheet of Cape Breton Development 
Corporation as at March 31, 1997 and the statements of operations, 
equity and changes in financial position for the year then ended. 
These financial statements are the responsibility of the Corpo- 
ration’s management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


BALANCE SHEET AS AT MARCH 31, 1997 
(in thousands of dollars) 
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In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Cape Breton 
Development Corporation Act and the by-laws of the Corporation. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
May 16, 1997 




















ASSETS 1997 1996 
$ $ 
Current assets 
Cash and term deposits (Note 4)............. 9,611 8,973 
Accounts receivable, net (Note 5) ........... 20,346 25,044 
Inventories 
(CPA Batic tdi or Oe ee ore One IAT 1233 e732 
Operating materials and supplies.......... 8,364 9,484 
49,552 55,233 
@anitallassets (Note O) mere errs) orretontre 140,146 158,362 
Other asset 
Deferred pension costs (Note 7)............. 62,862 45,907 
252,560 259,502 


LIABILITIES 1997 1996 





Current liabilities 
Accounts payable and accrued 














Jiabthitiest sees seek an octeiemi ene raneuonres 32,342 30,794 
Large corporations tax payable ............. 3,846 35536 
Due to Government of Canada 

Working capital advances................ 15,000 
Current portion of long-term 

PROVISIONS parrot cia see sees eel 11,895 20,222 

48,083 69,552 
Provision for early retirements and 
restructuring (NOTES): ae nner ioe 105,548 104,087 
Provision for environmental 
projects (Note S) meaaeaertep eee eine Ree etrer tele 20,559 20,852 
174,190 194,491 
EQUITY 
Repayable appropriation from 
future profits (Note O) serrverreis taey ote san-te 43,500 
BquityzotiCanadamerenr riers meray t rac 34,870 65,011 
78,370 65,011 
252,560 259,502 





Going concern (Note 2). 
Commitments and contingencies (Note 11). 


Approved on behalf of the Board: 


JOSEPH P. SHANNON 
Director 


JOSEPH M. MacMULLEN 
Director 
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1997 1996 
$ $ 
REVEnU Ci myeriacenn terete har cusnecerieicerteaenst 167,299 188,410 
Expenses 
Cost of product sold. ............-eees sees 126,225 134,114 
External freight). sass tecreiereter- tect tae 4,156 Sp itg/il 
General and administrative...............-- Tee. 8,783 
I Nantel gib7: 1800) eens ritho.6 ony OO b cedars eC 0.0.0 Oe: 25,925 34,664 
163,831 182,732 
Profit from current operations ..............-- 3,468 5,678 
Deduct 
Pensions and early retirement..............- 29,115 29,761 
Provision for environmental projects......... 15,851 
Provision for 
corporate restructuring ...........-+..++- 4,184 84,492 
Write-down of capital assets............---- 82,659 
33,299 212,763 
Wassibefare taxes ace emcee eter teas cic eieener aera (29,831) (207,085) 
Large corporations tax......--.-+++++eeeeeeee 310 310 
MOSS fOr the yCaNy ete citcua-- ikon saseete ster steo ici cle (30,141) (207,395) 
STATEMENT OF EQUITY 
YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 
1997 1996 
$ $ 
Balance, beginning of the year.............-- 65,011 272,406 
Add (deduct) 
[hosstforthewealwemiacsdsternurr tier ek als (30,141) (207,395) 
Repayable appropriation from 
future profits (Note 10) .............-+:- 43,500 
Balance, end of the year .........-..+---++-> 78,370 65,011 





STATEMENT OF CHANGES IN FINANCIAL POSITION 


YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 








Net inflow (outflow) of cash related to 
the following activities: 
Operating 
Lossifor the yeaniqs. dloel oeitt ie yale oer 
Items not affecting cash 
Amortization 
Oficapitaliassets,..a.-sseruieer seers ane 
Gain on disposal 
OfiassetSentc: shia oem seehee see 4 
Capital asset write-downs .............-- 
Provision for environmental 
[NOUS oobah onion boboAsoOoUmasostat 
Provision for early retirement 
PAitalfeamlcawies, oon aapoocabocuussdcc 
Changes in non-cash operating working 
CapitallitemSiee eerie erie raat. 


Payments for early 

Mads oo aoounsobudasooUOGRooun ADT 
Payments for environmental 

PLOJECTS wae eee) terre hereto tetra ter rol 
Deferred pension costs.........-+-+-+++0+> 


Financing 
Increase (decrease) in working 
capital advances 6.0 ..caeese- ss eas mee 
Repayable appropriation from 
fUtine ProOlits er eeeraselaceestee ricki 


Investing 
Purchase of capital assets..........--..---- 
Proceeds from sale of capital assets.......... 


Net inflow (outflow) of cash.............---- 
Cash and term deposits, 
beginning Of year earn secs ieee toons 


Cash and term deposits, 
ENCIOMY SAT sacra yest acer weeks sr eeoy= cle 























1997 1996 
$ $ 
(30,141) (207,395) 
25,925 34,664 
(806) 
82,659 
15,851 
4,184 85,213 
8,177 11 
7,339 11,003 
(9,706) (8,497) 
(1,637) (208) 
(16,955) (7,623) 
(20,959) (5,325) 
(15,000) 10,000 
43,500 
28,500 10,000 
(8,147) (5,811) 
1,244 
(6,903) (5,811) 
638 (1,136) 
8,973 10,109 
9,611 8,973 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 


Il. 


Authority and objectives 


The Corporation was established in 1967 for the purpose of 
reorganizing and rehabilitating the coal industry on Cape 
Breton Island, pursuant to the Cape Breton Development Cor- 
poration Act. Its corporate mission is "to become a profitable 
coal mining company”. 


The Corporation, an agent of Her Majesty, is listed as a 
Schedule III, Part I, corporation for purposes of the Financial 
Administration Act. The Corporation is carrying out restructur- 
ing activities as approved in the 1996-97 to 2000-01 Corporate 
Plan and revised in the 1997-98 to 2001-02 Corporate Plan 
approved by the Governor in Council. The Government of 
Canada is providing funding support for these activities (see 
also Note 10). As a result, the Corporation is economically 
dependent on the Government of Canada for funding it re- 
ceives through this arrangement. 


Advances from the Government of Canada are also provided 
for working capital purposes to a limit of $50,000 on such 
terms as may be agreed upon, as provided for in the Cape 
Breton Development Corporation Act. 


The Corporation is subject to provisions of the Income Tax 
Act. 


. Going concern 


These financial statements have been prepared in accor- 
dance with generally accepted accounting principles 
applicable to a “going concern”, which assume that the Corpo- 
ration will continue in operation for the foreseeable future and 
will be able to realize its assets and discharge its liabilities in 
the normal course of operations. 


The Corporation’s mission is to become a profitable coal 
mining company, although it has received annual financial 
support from the Government of Canada throughout most of 
its existence. In April 1996, the Governor in Council approved 
a corporate restructuring as part of the Corporation’s 1996-97 
to 2000-01 Corporate Plan. This plan calls for the Government 
of Canada to provide the Corporation with repayable appro- 
priations during the first 3 years of the planning period. In 
1996-97, the Corporation received $43,500 based on imple- 
mentation of its restructuring activities. Additional funding 
requirements are projected for 1997-98 and 1998-99. The ap- 
proved 1997-98 to 2001-02 Corporate Plan updates the prior 
year’s plan and projects future profits and cash surpluses. The 
Plan indicates that, beginning in 1999-00, the funding will be 
repaid to the Government of Canada from these surpluses. 


The Corporation has experienced significant geological and 
mining problems with both the Prince and Phalen collieries 
including roof collapses, water inflows, sandstone conditions, 
and uncertainty regarding the economic recovery of the coal 
reserves. Management is continuing to implement action to 
address these issues that affect the future operations of the 
Corporation. As a result of problems that have been encoun- 
tered, overall production and development were lower than 
planned for 1996-97. The ability of the Corporation to meet 
planned development drivage rates and targets while simulta- 
neously overcoming production problems will affect its ability 
to meet the objectives outlined in its approved corporate plan. 
Management believes that the results of the fourth quarter of 
1996-97 and further planned actions indicate that the Corpo- 
ration will overcome these problems which affect future 
viability. 


The ability of the Corporation to continue as a going-con- 
cern is dependent on its ability to become profitable in the 
period outlined in its approved corporate plan, and on the 
Government of Canada’s continuing financial support to meet 
certain obligations and commitments as they come due. These 
financial statements do not include any adjustments to the 
amounts recorded as assets, liabilities and equity which would 
be required if the Corporation was not able to continue as a 
going concern. 


Accounting policies 
(a) Repayable appropriation from future profits 


Parliamentary appropriations from the Government of 
Canada that are repayable from future profits are reflected 
in the financial statements as Equity. 


(b) Management estimates 


The preparation of financial statements in conformity with 
generally accepted accounting principles requires manage- 
ment to make estimates and assumptions that affect the 
reported amount of assets, liabilities, revenues, expenses 
and the disclosure of contingent liabilities at the date of the 
financial statements. Despite the use of the Corporation’s 
best estimates, it is reasonably possible that the amounts 
for the following balance sheet items and related expenses 
could change materially in the near term: the net book value 
of capital assets (see also Note 6), provision for early 
retirements and restructuring (see also Note 8), and provi- 
sion for environmental projects (see also Note 9). 


(c) Fair values 


The fair values of financial instruments are determined as 
follows: 


e Current portion of provision for early retirements and restruc- 
turing - using cash flows of estimated future payments 
without discounting (see also Note 8). 


e Provision for early retirements and restructuring - using dis- 
counted cash flows of estimated future payments for early 
retirements, based on current interest rates. The component 
for standby maintenance is based on estimated future net cash 
flows, without discounting (see also Note 8). 


e Provision for environmental projects - using estimated future 
payments, without discounting (see also Note 9). 


e Repayable appropriation from future profits - based on prin- 
cipal amount received, without discounting (see also 
Note 10). 


e Workers’ compensation benefits - the liability for future 
workers’ compensation costs related to current and former 
employees is not recorded in the financial statements as these 
costs are recorded on a pay-as-you-go basis (see also 
Note 3 (h) and Note 11 (g)). 


(d) Inventories 


Coal - is valued at the lower of full cost and net realizable 
value, based on net future contract price. 


Operating materials and supplies - are valued at the lower 
of cost, determined on a weighted average basis, and net 
realizable value. 
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(e) Capital assets 


(f) 


Capital assets are at the lower of cost less accumulated 
amortization and the estimated net recoverable amount. 
The Corporation has provided amortization on its capital 
assets based on their estimated useful lives, using the 
straight-line method of calculation, as follows: 


Prince Colliery 2-20 years 
Phalen Colliery 2-20 years 
Devco Railway 4-20 years 
Coal Preparation Plant 15 years 
Other assets 4-20 years 


All costs related to the exploration and development of the 
Donkin-Morien Development project have been expensed 
in prior years because the future economic benefits of the 
project were uncertain. 


Foreign currency translation 


Monetary assets and liabilities are translated at exchange 
rates in effect at the balance sheet date. Revenue and ex- 
penses are translated at the rate of exchange prevailing on 
the transaction date. The resulting foreign currency gains 
and losses are included in the results of operations. 


(g) Pension costs 


Current service costs are actuarially determined and are 
included in the cost of product sold. All other pension costs 
are included in pensions and early retirements. These costs 
include the initial unfunded liability and adjustments aris- 
ing from experience gains and losses amortized over the 
estimated average remaining service life of employees. 


(h) Workers’ compensation benefits 


(i) 


Certain employees, retired or unable to perform their duties 
as a result of work-related injuries, receive benefits speci- 
fied and administered by the Workers’ Compensation Board 
of Nova Scotia. The Corporation recognizes the benefit 
payouts as an expense in the year it pays the Workers’ 
Compensation Board of Nova Scotia and therefore no li- 
ability has been recorded in the financial statements for 
anticipated future costs (see also Note 11 (g)). 


Development costs 


Development costs incurred prior to commercial produc- 
tion are capitalized and subsequently charged to operations 
on the straight-line basis of amortization over the estimated 
useful life of the related asset. Any proceeds from the sale 
of coal produced during the development of mining prop- 
erties prior to commercial production are used to offset the 
capitalized development costs. After a mine property has 
been brought into commercial production, costs of devel- 
opment on that property are expensed as incurred except 
for those of an exploratory nature that are deferred and 
amortized over the life of the asset. 


(j) Provision for environmental projects 
Future decommissioning and site restoration: 


Future removal and decommissioning costs and future site 
restoration and reclamation costs of operating sites are 
recognized when they can be reasonably estimated. Costs 
are capitalized only if future economic benefits are antici- 
pated. 


Ongoing environmental costs: 


Costs for ongoing environmental activities related to mine 
drainage and water treatment, in addition to the general 
protection of the environment are recognized when they 
can be reasonably estimated. Costs are capitalized only if 
future economic benefits are anticipated. 


(k) Provision for early retirement and restructuring 


The Corporation recognizes liabilities for early retirement 
incentives, severance, education, and relocation allow- 
ances related to workforce reductions when the decision 
has been approved by the Government of Canada and an 
estimate of the anticipated future costs can be reasonably 
calculated. In addition, the Corporation recognizes esti- 
mated future costs associated with standby maintenance of 
non-operating assets when no future economic benefit is 
expected. 


Management recognizes changes in this liability from the 
original estimate, based on the results of actual experience. 


4. Term deposits 


The Corporation has credit commercial paper issued by a 
Canadian chartered bank totalling $9,000 (1996—$2,000). The 
effective rate of interest on these term deposits is 3.1% with 
maturity in April 1997. The fair value of these term deposits 
approximates their carrying value. 


5. Accounts receivable, net 


Accounts receivable, net are comprised of the following: 








1997 1996 
$ $ 
Nova Scotia Power Inc. 

(NSPI)inetio ee seeker atin 19,093 21,300 
Foreign sales customer, net ............-- 2,500 
Miscellaneous receivables, net...........- 255 1,244 

20,346 25,044 








The Corporation sells substantially all of its coal production 
to NSPI using normal commercial terms under the provision 
of a long-term agreement (see also Note 13). 
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6. Capital assets 
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1997 1996 
Adjusted Accumulated Net book Adjusted Accumulated Net book 
cost base amortization value cost base amortization value 
$ $ $ $ $ $ 
BTINCeeO Mery erp cts ener 155,413 132,546 22,867 152,397 127,057 25,340 
ipnalent Colliery: crtaiesc esse 278,221 185,094 93,127 274,403 166,672 107,731 
Donkin-Morien 
Development Project....... 80,679 80,679 80,679 80,679 
Coal Preparation 
Ban tee Rep tecnnye sy cmercest ore areas 110,972 110,972 110,972 110,972 
MevcOuRall Wa Varkete racists och: 97,099 78,210 18,889 98,918 78,521 20,397 
@fhemassetSuuserciemete eeoe a 66,952 61,689 5,263 65,907 61,013 4,894 
789,336 649,190 140,146 783,276 624,914 158,362 








The valuation of capital assets is dependent upon the Corpo- 


ration’s overcoming the problems identifi 


7. Pensions 


The Corporation maintains defined benefit pension plans on 
behalf of employees of the Corporation. There are two major 
plans, consisting of a contributory and non-contributory plan. 
Benefits generally are based on employees’ length of service 
and rate of pay. The present value of pension plan benefits and 
current pension expense is actuarially determined for both 


ed in Note 2. 


plans based on assumptions provided by management. 


The Corporation’s pension costs and obligations for the 


non-contributory pension plan as at March 31 consist of: 


1997 1996 





Pension fund assets 

(marke tev alue)) Grace epeictscs isis cores 
Pension obligations 

(actuarialivaluc)ee- matings sewers ace sve: 


$ $ 


255,064 216,913 


254,648 252,992 





Surplus (unfunded liability) .............. 


416 (36,079) 








Pension CONtIbDULIONS 25 ams.ce roe aoe 
REnSiGMexPelnSe ner reer sian reais 


27,000 21,587 
10,045 13,964 





The difference between pension contributions and pension 
expense is shown on the balance sheet as an adjustment to 


deferred pension costs. 
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The Corporation’s pension costs and obligations for the The Corporation made significant assumptions in preparing 
contributory plan as at March 31 consist of: estimates of this provision, including: interest rates for dis- 
1997 1996 count factors and price indexation for the non-current portion 

of the liability; planned date of employee reductions; and the 

$ $ number of reductions. The estimates of liabilities, based on the 

above, could be significantly different if the key assumptions 

Pension fund assets used by management for major determinants of the estimate 
(market value) .........+-+00++ee sere 56,051 48,859 vary from those planned. Standby maintenance included in this 
Pension obligations provision is based upon management’s intention for the use of 
(actuarial value)........2-+0++00eeeees 42,609 41,533 capital assets as outlined in its approved Corporate Plan. The 
Surpligcee ee ee eee 13,442 7,326 estimate of this liability could be significantly different if the 
Corporation varies its intended use of capital assets and its 

Pension expense......+-.--2+0eeeere eee 826 753 decision to keep certain non-operating assets available for use. 





Management recognizes changes in this liability from the 
original estimate based on updated assumptions and actual 





ee en a experience. The statement of operations includes a charge of 
ment to deferred pension costs was required relative to this als: fon eee eee Manali 
pian estimate for the liabilities associated with early retirement and 
‘ restructuring at March 31, including current and non-current 
The valuation of both pension plans is based on manage- amounts 1s: 
ment’s assumption that the human resources strategy related to 1997 1996 
restructuring approved in 1996 will not significantly affect the : ; 


average age and retirement profile of the workforce. Manage- 
ment believes there will be no material effect on plan 








participation levels from workforce reductions. Human resources strategy 
ee f : d : (1996) arenes ec cckenols epesyens porch by cpctelene (+ 55,555 55,000 
8. Provision for early retirement and restructuring Lingan colliery closure...........++++++: 33,381 38,050 
This provision consists of estimates of the cost of early Other early retirement 
retirement and restructuring initiatives when approval of such INGENEVES tear gh SORTS Gers 15,248 14,992 
decisions is obtained. Any changes in the estimate are reflected Standby maintenance «..-++ 222s eres eees 10,836 12,500 
when known. As part of the corporate restructuring initiatives 115,020 120,542 
begun in 1996-97, the Corporation is committed to reducing Less: current portion..........--+.00005 9,472 16,455 
i if | March 31, 2001. ; 
its workforce by a total of 658 employees Bypyiarc 31, 200 Non-current portion .........-.--++-+-+> 105,548 104,087 





At March 31, 1997 the Corpovation has reduced its workforce 
by a total of 197 under these initiatives. 





9. Provision for environmental projects 


The Corporation’s estimate for environmental projects in- 
cludes anticipated future costs related to: decommissioning 
and site restoration and reclamation; and other environmental 
activities related to mine drainage water treatment and general 
environmental protection. These estimates are based on meet- 
ing the requirements of applicable environmental laws and 
regulations and for the general protection of the environment 
in accordance with the Corporation’s environmental policy. 
The estimate of the liability for these costs will be revised as 
the Corporation develops and implements closure and post 
closure plans in future years. Those plans will be developed in 
relation to the Corporation’s environmental policy and appli- 
cable legislation at that time. The estimate of liabilities, based 
on the above, could be significantly different if future plans 
change as a result of revisions in management’s assumptions 
or legislation. 
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Management’s estimate of the liabilities associated with the 
provision for environmental projects at March 31, including 
current and non-current amounts is: 











1997 1996 
$ $ 

Mine drainage and water treatment ......... 5,080 yon 
Removal, decommissioning and future 

site restoration and reclamation ......... 9,402 9,447 

General environmental protection ......... 8,500 9,900 

22,982 24,619 

LOSS CUTS TY KOON coon acnnopekmodta 2,423 3,767 

INON=cUIenL POLO annie belies reer: 20599) 20,852 





10. Repayable appropriation from future profits 


The Government of Canada has provided the Corporation 
with $43,500 as part of an overall funding arrangement ap- 
proved by the Governor in Council in April 1996. The 
Corporation has recognized funds received as a component of 
Equity. Amounts provided to the Corporation and associated 
financing charges will be repaid from future profits as a divi- 
dend payment. Final repayment conditions have not yet been 
negotiated with the Government of Canada. 


. Commitments and contingencies 


(a) The Corporation has commitments to complete contracted 
capital projects under construction of approximately 
$6,200 (1996—$2,200) at March 31, 1997. 


(b) The Corporation has an operating lease for office space in 
the General Mining Building where it maintains its admi- 
nistrative offices. The lease is for a twenty-year period 
ending in 2004. The annual lease payments fluctuate with 
changes in the lessor’s mortgage interest rates. Current 
minimum annual lease payments are $1,203, at an interest 
rate of 8% (1996—$1,203 at 8%). 


(c) The Corporation has outstanding export sales contracts 
totalling $5,673 US (1996—$10,700 US) at March 31, 
1997: 


(d)In the ordinary course of business, various claims and 
lawsuits have been brought against the Corporation. It is 
the opinion of management that the settlement of these 
actions will not result in any material liabilities beyond any 
amounts already provided. The Corporation intends to op- 
pose these matters in their entirety. 


(e) The Corporation self insures against the potential loss of 
underground assets and for a portion of its liability insur- 
ance. 


(f) The Corporation believes its operations are in compliance 
with all applicable environmental laws and regulations, in 
all material respects. The Corporation recognizes a provi- 
sion based on management’s estimate of these costs where 
such costs can be reasonably estimated. Such estimates are 
subject to adjustment based on changes in laws and regula- 
tions and as new information becomes available. 


(g) The Corporation is subject to the Government Employees’ 
Compensation Act requiring reimbursement to Human Re- 
sources Development Canada for payments made on the 
Corporation’s behalf to the Workers’ Compensation Board 
of Nova Scotia. The Statement of Operations includes a 
charge of $19,832 (1996—$16,600), consisting of current 
payments of workers’ compensation claims of $4,704 
(1996—$4,200) and periodic disability payments of 
$15,128 (1996—$12,400). These costs are being recog- 
nized on a pay-as-you-go basis. 


A February 1997 actuarial study estimated the actuarial 
value for workers’ compensation benefit liabilities for for- 
mer or current employees of the Corporation as at 
December 31, 1995 at $138,000. This represents the pre- 
sent value of all future benefits estimated to be paid as a 
result of accidents which occurred on or before 
December 31, 1995. The actuarial liability does not include 
amounts for future occupational disease awards or adminis- 
tration costs, which may be significant. The estimate 
reflects anticipated effects of the Nova Scotia Workers’ 
Compensation Act (1994) which became effective on 
February 1, 1996. The actuarial liability could be materi- 
ally different if assumptions on which the valuation is 
based vary significantly in future years. 


12. Income taxes 


During 1990, the Corporation’s income tax returns for the 
years 1983-89 were reassessed by Revenue Canada Taxation. 
Revenue Canada has taken the position that appropriations to 
the Corporation in respect of operating losses are taxable as 
income from a business or property and that appropriations in 
respect of capital acquisitions reduce the capital cost of the 
Corporation’s property. The Corporation has also received 
assessments from Revenue Canada for the years 1990-96 using 
the same interpretation. Management opposes this view and 
has been exercising the Corporation’s right to formally chal- 
lenge Revenue Canada’s interpretation. No amounts have been 
recognized in the financial statements for any costs that could 
be associated with Revenue Canada Taxation successfully ap- 
plying its interpretation. The income tax liability would be 
significant if Revenue Canada Taxation is successful in apply- 
ing its interpretation. : 


The Corporation has loss carry-forwards for income tax 
purposes which have not been recognized as such losses have 
no realizable value to the Corporation. 


. Long-term agreement 


The Corporation has an agreement with Nova Scotia Power 
Inc. (NSPI) to supply coal, as specified in that agreement, until 
2010. The parties renegotiate quantities, tolerance on qualities 
and prices every five years. The current terms related to those 
items expire on December 31, 1999. 


The parties’ performance of this agreement in accordance 
with its terms is necessary to the future operations of the Cape 
Breton Development Corporation and the fulfilment of its 
Corporate Plan. 
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14. Related party transactions 


The Corporation is related in terms of common ownership to 
all Government of Canada created departments, agencies and 
Crown corporations. The Corporation enters into transactions 
with these entities in the normal course of business. In addition 
to these transactions, the Government of Canada has advanced 
appropriations repayable from future profits to the Corpo- 
ration (see also Note 10) provides working capital advances, 
at current interest rates, repayable within one year, based on 
cash flow requirements. 


The Chairman of the Board of Directors of the Corporation 
has ownership interests and/or serves on the Board of Direc- 
tors of companies which conduct business with the 
Corporation. The transactions between these parties relate 
mainly to the transportation of coal. These transactions are 
with normal course of business and are subject to necessary 
approval and disclosures which exclude the participation of 
the Chairman of the Board of Directors of the Corporation. 


15. Subsequent event 


The Corporation signed a letter of intent in April 1997 to 
enter into an agreement for the purposes of selling the land and 
transferring the coal leases related to the Donkin-Morien De- 
velopment Project. Such agreement would require further 
approval. All costs related to the exploration and development 
of the Donkin-Morien Development project have been fully 
expensed in prior years because the future economic benefits 
of the project were uncertain. : 


16. Comparative figures 


Certain of the comparative figures in these financial state- 
ments have been restated to conform with the current 
presentation. 





DEFENCE CONSTRUCTION (1951) LIMITED 


MANAGEMENT REPORT 


The management of the Corporation is responsible for the per- 
formance of the duties delegated to it by the Board of Directors. 
These include the preparation of an Annual Report and the produc- 
tion of its contents, together with the financial statements. These 
statements, approved by the Board of Directors, were prepared in 
accordance with generally accepted accounting principles appropri- 
ate in the circumstances and consistently applied. Other financial 
and operating information appearing in the Annual Report is con- 
sistent with that contained in the financial statements. 


Management relies on internal accounting control systems de- 
signed to provide reasonable assurance that relevant and reliable 
financial information is produced and that transactions comply with 
the relevant authorities. 


Management also maintains financial and management control 
systems and practices designed to ensure the transactions are in 
accordance with Part X of the Financial Administration Act and 
regulations, the Defence Production Act, the Canada Business Cor- 
porations Act and the articles and by-laws of the Corporation. 
Management also ensures that assets are safeguarded and controlled 
and that the operations of the Corporation are carried out effec- 
tively. In addition, the Audit Committee, appointed by the Board of 
Directors, oversees the internal audit activities of the Corporation 
and performs other such functions as are assigned to it. 


The Corporation’s external auditor, the Auditor General of 
Canada, is responsible for auditing the financial statements and for 
issuing the report thereon. 


Ross Nicholls 
President and Chief Executive Officer 


Trevor Heavens 
Vice-President 

Finance and Administration 
and Secretary-Treasurer 
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AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 
AND GOVERNMENT SERVICES 


I have audited the balance sheet of Defence Construction (1951) 
Limited as at March 31, 1997 and the statements of operations and 
surplus and changes in financial position for the year then ended. 
These financial statements are the responsibility of the Corpo- 
ration’s management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Defence Pro- 
duction Act, the Canada Business Corporations Act and the articles 
and by-laws of the Corporation. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 16, 1997 
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ASSETS 1997 1996 
$ $ 
Current 
CASI ee ro era eae Sencha ey seae TPES TSL 1,164,377 158,446 
Accounts recelvables.,...¢ sesso me tees ole 376,161 766,303 
Due from Department of National Defence 
(ONE) wanda caanama cme .cRab oon enaoe 689,818 892,130 
Prepaids and advancess cc. e cece eerie 33,228 104,002 
2,263,584 1,920,881 
Capital assets (Note 4) «2. .512.5---5-+-- 0 1,783,080 1,705,994 
4,046,664 3,626,875 


Contingencies (Note 11) 
See accompanying notes to financial statements. 


Approved by the Board: 


JOHN D. McLURE 
Director 


JOHN L. ADAMS 
‘Director 


LIABILITIES 


Current 


Accounts payable and accrued liabilities ..... 
Current portion—Provision for 
employees benefits (Note 5) ...........-. 


Provision for employee benefits 


(Notes 5 and7)...... 


CAPITAL STOCK AND SURPLUS (DEFICIT) 


Capital stock 


Authorized—1,000 common shares 


of no par value .... 


Issued—82 commonrsharesis en. detest iets 


Surplus (deficit) (Note 7) 




















1997 1996 
$ $ 

1,279,730 1,920,849 
456,372 483,986 
1,736,102 2,404,835 
1,860,441 1,490,534 
3,596,543 3,895,369 
32 32 
450,089 (268,526) 
450,089 (268,526) 
4,046,632 3,626,843 
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Expenses 
Salaries and employee benefits.............. 
maveliandirelocauany, arian ocakmas rs ca ceen ae 
PATTIONUZALOM Mepis aesinen eosteecameitieyer sss cree 
PLOLESSIONAIESERVICESten reais cin eer 
elephoncmnmmer sa A suchrs ela or eeeye a 
Office supplies and maintenance ............ 
Miicelaccommodallonmess- emcee ete aac 
Training and professional development....... 
Reenitaluo fre qui pmienterer ects tret ean seacrenaee ct 
Postage, express, and freight................ 
PNGV ECU SIM Gaeta roast ror, sree Gia teres si oslpal-aveuey 


Cost recoveries 
Department of National Defence ............ 
TUitigel fovea o comsadomn an anton oo dooo Ome 


Cost recoveries over expenses 

(expenses over cost 

RECOVERIES) (NOLS 0) muemsyneperereayeieteeiaeunce ner tater 
Deficit at beginning of the year............... 


Surplus (deficit) at end of the year............. 

















1997 1996 
$ $ 

12,590,049 12,955,298 
995,916 1,196,205 
816,162 678,421 
797,175 905,347 
717,541 647,941 
671,521 560,747 
396,568 404,261 
248,346 210,019 
159,655 175,208 
156,551 129,269 
132,834 52,565 
59,178 52,492 
17,741,496 17,967,773 
17,584,501 16,910,523 
875,610 953,632 
18,460,111 17,864,155 
718,615 (103,618) 
(268,526) (164,908) 
450,089 (268,526) 





See accompanying notes to financial statements. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1997 














1997 1996 





Operating activities 
Cost recoveries over expenses (expenses 
over cost recoveries) (Note 6)............ 718,615 (103,618) 
Items not requiring cash 
Long-term provision for employee 


TANEOUS, 5:98. oanoudwo oH OamuO oa Domne 490,788 312,863 
PNAC ANVANIO) hs 5 Aeveacicks es DOA AMOR aG ARO ee 816,162 678,421 
Loss on disposal of capital assets ......... 16,178 


Net increase (decrease) in non-cash working 
capital balances related to 

















QPETAUONS Sey ce ee as mere te enter vent ce (5,505) 1,902 
ISi2623) 993,186 
Employee termination benefits 
PALG perce sah acet saya Senysha cre Kenta ancor seems recone (120,881) (634,414) 
Cash provided by operating 
ACHVILIES Ae aeee Meats oe ereeh tcc nn 1,196,742 358,772 
Investing activities 
Acquisition of capital assets................ (909,426) (247,800) 
Increase in cash during 
{HUTS ( eto) Onis a ese cep iol ae an Coe REPO GOO Ae 1,005,931 7,354 
Gash atibeginning of the year SJ... sess: = 158,446 151,092 
Cashtat-endiotthely cate amerm acer cart iennt re 1,164,377 158,446 





* Consisting of changes in accounts receivable, due from Department of National 
Defence, prepaids and advances, accounts payable and accrued liabilities, and 
current portion of provision for employee benefits. 


See accompanying notes to financial statements. 
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Il 


to 


Authority and objective 


Defence Construction (1951) Limited was Incorporated un- 
der the Canada Corporations Act in 1951 and was continued 
under the Canada Business Corporations Act, pursuant to the 
authority of the Defence Production Act. The Corporation is 
an agent Crown corporation named in Part I of Schedule III to 
the Financial Administration Act. The Corporation is not sub- 
ject to income taxes. 


The objective of the Corporation is principally to contract 
for and manage the construction, maintenance and repairs 
services, architectural and engineering services as required for 
the construction program of the Department of National De- 
fence, pursuant to the Memorandum of Understanding with the 
latter. 


Pursuant to the Memorandum of Understanding, the Depart- 
ment of National Defence provides the Corporation with 
funding for its net cost of operations and also funds the pur- 
chase of capital assets required for its day-to-day operations. 
Effective April 1, 1997 the basis of funding will change. All 
funding requirements will be generated from fees charged for 
specific services provided. 


. Significant accounting policies 


Financial statement presentation 


These financial statements are prepared in accordance with 
generally accepted accounting principles. The financial state- 
ments reflect the administrative expenses incurred in 
procuring the services to the Department of National Defence 
and others, as described above. 


Capital assets 


Capital assets, comprised of equipment and computers 
which include hardware, software and development costs, are 
capitalized at cost and are amortized on a straight-line basis 
over five years. 


Employee termination benefits 


Employees are entitled to specific termination benefits cal- 
culated at salary levels in effect at the time of separation as 
provided for by conditions of employment. The liability for 
these benefits is recorded as the benefits accrue to employees. 


Pension plan 


Employees are covered by the Public Service Superan- 
nuation Plan administered by the Government of Canada. The 
Corporation’s contributions to the plan are limited to an 
amount equal to the employees’ contributions on account of 
current and certain past service. These contributions represent 
the total pension obligations of the Corporation and are 
charged to income on a current basis. The Corporation is not 
required under present legislation to make contributions with 
respect to actuarial deficiencies of the Public Service Super- 
annuation Account. 


Services provided without charge 


The Department of National Defence provides office space 
free of charge for some employees of the Corporation. 


3. Due from Department of National Defence 


The net cost of operations is recovered through the Depart- 
ment of National Defence to the extent of net cash 
requirement. Any excess of cash advances is refunded after 
year end. As at March 31, 1997 the net balance due from the 
Department of National Defence was $689,818 (1996— 
$892,130). 


4. Capital assets 




















1997 1996 
Accumulated 
Cost amortization Net Net 
$ $ $ $ 
Bquipmentnsmesentetet 639,527 378,527 261,000 221,022 
Comput- 
ELSheA Are ee ech ie 4,148,236 2,626,156 1,522,080 1,484,972 
4,787,763 3,004,683 1,783,080 1,705,994 
5. Provision for employee benefits 
1997 1996 
$ $ 
‘Terminationibenefits sce eeeee ees sae 1,860,441 1,476,409 
Life insurances ncceio tan eee crraietcers eee ete 14,125 
Vacation and overtime 
benefits: eee ecient eke Siaae teres aan 456,372 483,986 
2,316,813 1,974,520 
ESSNCUTTENL POLUOMs ai eciite rote sareleta= err 456,372 483,986 
1,860,441 1,490,534 








6. Excess of cost recoveries over expenses (expenses over cost 
recoveries) 


The excess of cost recoveries over expenses (expenses over 
cost recoveries) is the net balance resulting from the change in 
provision for employee benefits and the change in the net book 
value of capital assets at year end. 





1997 1996 
$ $ 
(Increase) decrease in provision for 
employee DENCItS ay rtrernine err (342,293) 327,002 
Increase in funding 
Ofemployee benefltssa rye teil 1,000,000 
Increase (decrease) in net 
book value of capital assets............ 77,086 (430,620) 
Loss on disposal of capital assets ......... (16,178) 
718,615 (103,618) 
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DEFENCE CONSTRUCTION (1951) LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Concluded 


Us 


8. 


Deficit (surplus) 


The deficit (surplus) of the Corporation is comprised of the 
difference between the provision for employee benefits, which 
will be funded in future years as they are paid, and the net book 
value of capital assets which have been funded by the Depart- 
ment of National Defence. 





1997 1996 
$ $ 

Provision for employee benefits 

CINGEE Spat e cetnes tere sta en cata cents 2,316,813 1,974,520 
bessiunded portlonerrariseseta ciate eae eles (1,000,000) 
Net book value of capital assets 

(NGte: A) eee ne cathe nial ete abn peeiorsts (1,783,080) (1,705,994) 
Loss on disposal of capital assets.......... 16,178 

(450,089) 268,526 








Related party transactions 


All material related party transactions are disclosed in rele- 
vant notes. The principal related party to the Corporation is the 
Department of National Defence. The Corporation is related in 
terms of common ownership to all Government of Canada 
created departments, agencies and Crown corporations. The 
Corporation enters into transactions with these entities in the 
normal course of business. 


. Lease commitments 


In addition to the free office space provided by the Depart- 
ment of National Defence, the Corporation leases extra 
accommodation in the performance of its operations. The fu- 
ture minimum annual lease payments are: 





Year ending March 31 $ 
WS ibs. de bore ooo ecm none oOo Op onaG onitpe tet 414,783 
OIE D os orcs ocacken tho Sn brea Olono rio DS cane crate cee 393,271 
DADO ao caer Bioeoscec eke 01 3 er Be OPO O AALS GUD ort Cot orn 241,828 
PADS Sie dann: cuenta Geane ovong renee Oe arate rca man eat ons eeookorcecerere 26,249 
PA VA tA fo eb vi RS GR Oo CU OO AO OOO MOA Dinar Ee 13,124 

1,089,255 


. Financial instruments 


Accounts receivable and accounts payable are incurred in 
the normal course of business and are primarily due on demand 
and non-interest bearing. The carrying amounts of each ap- 
proximate fair values because of their short maturity. With the 
exception of amounts due from the Department of National 
Defence, there are no concentrations of accounts receivable 
with any one customer and, accordingly, no significant credit 
risk exists. 


1G 


Contingencies 


Claims and letter of credit aggregating approximately 
$6,931,000 in respect of contractual obligations have been 
received by the Corporation, but are not reflected in the ac- 
counts. In the opinion of management and legal counsel, the 
position of the Corporation is defensible. However, the final 
outcome of such claims is not determinable. Any settlements 
resulting from the resolution of these claims will be funded by 
the Department of National Defence, in the year of settlement. 


. Comparative figures 


Certain 1996 comparative figures have been reclassified to 
conform with the current year’s presentation. 
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ENTERPRISE CAPE BRETON CORPORATION 


MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL 
REPORTING 


The accompanying financial statements of Enterprise Cape 
Breton Corporation and all information in this annual report have 
been prepared by the Corporation’s management. The financial 
statements have been prepared in accordance with generally ac- 
cepted accounting principles, using management’s best estimates 
and judgements, where appropriate. Where there is more than one 
acceptable accounting alternative, management has chosen the one 
that is most appropriate to the circumstances of the Corporation. 


Management is responsible for the integrity and objectivity of the 
information in the financial statements and annual report. Financial 
information presented elsewhere in the annual report is consistent 
with that contained in the financial statements. 


In discharging its responsibility for the integrity and fairness of 
the financial statements, management maintains financial and man- 
agement control systems and practices designed to provide 
reasonable assurance that transactions are authorized and comply 
with relevant authorities, assets are safeguarded, and proper records 
are maintained to produce timely, reliable financial statements. In 
addition, the Audit Committee of the Board of Directors oversees 
management’s responsibilities for maintaining adequate control 
systems and the quality of financial reporting. 


The Audit Committee of the Board of Directors has periodic 
meetings with management and the independent auditors to discuss 
the financial reporting process as well as accounting and reporting 
issues. The financial statements have been reviewed and approved 
by the Board of Directors upon the recommendation of the Audit 
Committee. 


The Auditor General of Canada conducts an independent audit of 
the financial statements of the Corporation in order to express his 
opinion thereon. 


Keith G. Brown 
Vice-President 


Francis Mullins 
Comptroller 


AUDITOR’S REPORT 


TO THE MINISTER FOR THE PURPOSES OF THE 
ATLANTIC CANADA OPPORTUNITIES AGENCY ACT 


I have audited the balance sheet of Enterprise Cape Breton Cor- 
poration as at March 31, 1997 and the statements of equity, 
operations and changes in financial position for the year then ended. 
These financial statements are the responsibility of the Corpo- 
ration’s management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Enterprise 
Cape Breton Corporation Act and the by-laws of the Corporation. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 23, 1997 


ENTERPRISE CAPE BRETON CORPORATION—Continued 


BALANCE SHEET 
AS AT MARCH 31, 1997 
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ASSETS 


Current 


Herne POSIIS) (UN OLE:5) eeveriete teaseresta tatters iar 
Accounts receivable, net (Note 4) ........... 
RrepaldexpPeuseseyaemeaet er cue rtr tees tear 


Neoans (Notes ovand 6)\e series os cle soos soon es 


Investments (net of allowance of $100,000; 


OC AE SPE (ANE) Aanogoeuse boume a 
apitalbassetsi(NOtcts) ern reuisrster itera et ts 











1997 1996 
$ $ 

1,795,534 1,493,715 
1,457,155 1,158,602 

265,517 38,867 
3,518,206 2,691,184 
2,353,288 2,369,619 

950,000 350,000 

157,620 108,972 
6,979,114 Spo EHS) 


LIABILITIES 


Current 


Banksindebtednessarrrnetauecieac era meric 


Accounts payable and accrued liabilities 


QNGTEXA) BEI tac tas est oeneyioratensvausyonebaract snasecsis 


Provision for environmental 


Clean Pe wenn arti aero Meet ncreters 


Provision for employee termination 


DENCE (Sieur torent ease Mone mimroxcaees 


Long-term 
Provision for employee termination 


benetitsmenmer em cna acc rearmiceracmeceetas 


EQUITY 


Equityot Canadaysscmimcmen nein eee 














oT 1996 
$ $ 

1,406,800 980,963 
964,134 1,156,641 
95,088 220,000 
47,800 55,400 
2,513,822 2,413,004 
395,886 360,209 
2,909,708 2 Wo .213 
4,069,406 2,746,562 
6,979,114 Blpa e) TES) 





Commitments (Note 10). 
See accompanying notes. 


Approved by the Board of Directors: 


GREG MacKENZIE 
Director 


CHARLES T. SMITH 
Director 
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ENTERPRISE CAPE BRETON CORPORATION—Continued 


STATEMENT OF EQUITY 
FOR THE YEAR ENDED MARCH 31, 1997 























1997 1996 
$ $ 
Equity at beginning of the year ............... 2,746,562 2,225,488 
Parliamentary appropriation (Note 9) .......... 14,700,000 15,038,000 
17,446,562 17,263,488 
Less: 

Net cost of operations x-axis era iiceraee eee 13,377,156 14,516,926 
Equitysatendiof theseateene meri erate eter 4,069,406 2,746,562 
See accompanying notes. 

STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1997 
1997 1996 
$ $ 
Program expenses 
Development expenses 
Tourism, entertainment and culture ........ 4,971,827 1,835,790 
Speciticunitiatives spinescent: 3,151,443 6,662,168 
Knowledge based industries.............. 677,512 1,206,685 
Nouthiskills sn ceae Macnee eee ak nee 437,788 374,410 
Private sector business services ........... 433,179 $75,509 
Manufacturing and processing ............ 177,607 445,453 
Resourcemndusiniesinaecniease cra cents 108,501 428,008 
9,957,857 11,528,023 
Other program expenses 
Program Supports - ce )aet= os wiles cies ciasierers 1,334,135 1,310,218 
Rentalttaciliticse eee ee eee 710,186 923,616 
Provision for loan impairment ............ 673,008 195,474 
2,717,329 2,429,308 
Totaliprosramlexpensesa-meinr seer eee er 12,675,186 13,957,331 
Administrative EXPensesme-leiyaeeaeleietesteciae 1,196,676 1,219,053 
Eommunicationstarre nce reser 269,181 226,967 
Ammortizationie site eevee tice he eee oreraretei stele 84,606 $7,945 
1,550,463 1,503,965 
Motal\exPEnSes Merversehcerce cette meee eee 14,225,649 15,461,296 
Revenue 

Rentalitacilitiestrcaan rata creer raa 612,891 714,744 

Loan and investment mterest)..c sian tee cise 164,493 131,462 

Otheninterestice vacvaccracrseeta eer 71,109 98,164 
Potal revenues rnc eee eee 848,493 944,370 
Activities carried out on behalf of the 

Atlantic Canada Opportunities 
Agency (Note 11) 
ldaopagilce. fis oagnpgoanseacucoonso onde 17,639,488 16,427,794 
Salaries, professional and other services ...... 1,451,259 1,448,605 
19,090,747 17,876,399 


ESS NCOStS TECOV.ELCU aren retreat reir 


(19,090,747) (17,876,399) 





INGhiCOStIOnGnerallonseeer etree reer 13,377,156 





See accompanying notes. 


14,516,926 


STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1997 














1997 1996 
$ $ 
Financing activities 
Parliamentary appropriation................ 14,700,000 15,038,000 
Decrease in parliamentary 
appropriation receivable................. 1,321,900 
Cash provided by 
Financing activities: seas aaa siete ae 14,700,000 = 16,359,900 
Operating activities 
Neticostiof operauionses rian ae an eee (13,377,156) (14,516,926) 
Charges (credits) not affecting cash 
AMOTUZAUON aerencioe et ietiesrt ete 84,606 57,945 
Increase (decrease) in provision for 
employee termination benefits.......... 43,986 (15,295) 
Increase (decrease) in provision for 
doubtiilanvestientSmecrrerre tere eine 100,000 (7,677) 
Provision for loan impairment............ 673,008 195,474 
(12,475,556) (14,286,479) 
Increase in non-cash operating 
workin gicapitall ewan eciciee ise ceeaa (842,622) (917,715) 
Employee termination benefit payments........ (15,909) (165,417) 
Cash used in operating 
activities =. tue ee waters Oe one eee (13,334,087) (15,369,611) 





Investing activities 


ML OANKAGVANCES acre ererctetties cree entarerere treme merarts (1,170,745) 


(1,274,632) 








Eoankrepaymientss 4 mre cri acaeie iris ce 514,068 525,904 

(Purchase) redemption of investments........ (700,000) 37,677 

Purchase ohicapitallassetsemyeeieeeeaci tees (133,254) (77,653) 
Cash used in investing 

ETAT n ote udeaGagilo nba Ak boum onoe aoe (1,489,931) (788,704) 
Decrease (increase) in bank indebtedness 

anditermydeposits ea. a -iscis craves terete (124,018) 201,585 
Bank indebtedness and term deposits at 

beginning ofthesycane en eerie teen 512,752 311,167 
Bank indebtedness and term deposits 

atiend/ofthe year aren ei- eer tet e 388,734 512752 





See accompanying notes. 


ENTERPRISE CAPE BRETON CORPORATION—Continued 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1997 


1. The Corporation 
Authority and objectives 


Enterprise Cape Breton Corporation was established pursu- 
ant to the Enterprise Cape Breton Corporation Act (Part II of 
the Government Organization Act, Atlantic Canada, 1987) 
which was proclaimed on December |, 1988. The Corporation 
is an agent Crown corporation listed in Schedule III, Part I of 
the Financial Administration Act and is not subject to the 
provisions of the Income Tax Act. Its objects, as stated in its 
enabling legislation, are: 


to promote and assist either alone or in conjunction with 
any person or the Government of Canada or of Nova Scotia 
or any agency of either of those governments, the financing 
and development of industry on the Island of Cape Breton 
to provide employment outside the coal producing industry 
and to broaden the base of the economy of the Island. 


2. Significant accounting policies 
(a) Parliamentary appropriations 


Parliamentary appropriations are recorded in the statement 
of equity on an accrual basis when approved by Parliament 
with drawdowns based on cash requirements. 


(b) Management estimates 


The preparation of these financial statements requires man- 
agement to make estimates and assumptions that affect the 
reported amount af assets, liabilities, revenues, expenses 
and the disclosure of contingent liabilities at the date of the 
financial statements. Despite the use of the Corporation’s 
best estimates, it is reasonably possible that the amounts 
for the following balance sheet items and related expenses 
could change materially in the near term: the allowance for 
loan impairment (see also Notes 5 and 6) and the allowance 
for doubtful investments. 


(c) Loans 


Loans, including repayable contributions, are recorded at 
the lower of cost and estimated net realizable value. 


Certain loans are subject to terms of forgiveness as stipu- 
lated in the loan contract. The amount of forgiveness is 
charged to operations when the loan is issued. 


Loans are written off after all reasonable restructuring or 
collection activities have taken place and the possibility of 
further recovery is unlikely. 


(d) Allowance for loan impairment 


Loans are classified as impaired when, in the opinion of 
management, there is reasonable doubt as to the timely 
collection of the full amount of principal and interest, 
where applicable. A specific allowance is established to 
reduce the recorded value of the loan to its estimated net 
realizable value if there is doubt as to the timely collection 
on a particular loan. Impaired loans are measured accord- 
ing to their estimated realizable amounts by discounting 
expected future cash flows at the effective interest rate 
inherent in the loans. When future cash flows cannot be 
estimated with reasonable reliability, the estimated realiza- 
ble amounts are measured at the fair value of any security 
underlying the loans, net of any expected costs of realiza- 
tion. 
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A general allowance is established in respect of loans for 
which individual specific provisions cannot yet be deter- 
mined. The general allowance is based upon an evaluation 
of the loan portfolio in which numerous factors are as- 
sessed, including an analysis of arrears, past loss 
experience, recent events and changes in economic condi- 
tions. 


Initial and subsequent changes in the amount of impairment 
are recorded as a charge or credit to the provision for loan 
impairment. 


(e) Investments 


(f) 


The Corporation has invested in preferred equity holdings 
and a partnership. These are shown at the lower of cost and 
estimated net realizable value. Estimated net realizable 
value is measured by discounting expected future cash 
flows. 


Interest income 


Interest income is recorded on the accrual basis. When a 
loan becomes impaired, interest income ceases to be recog- 
nized. Recognition of interest income recommences if the 
specific allowance for loan impairment is recovered. 


(g) Capital assets 


Capital assets are recorded at lower of cost less accumu- 
lated amortization and net recoverable value. Amortization 
is provided over the estimated useful lives of the capital 
assets using the straight-line method at the rates indicated 
below: 


Buildings up to 25 years 
Equipment and furniture 4 to 10 years 
Computer equipment and software 5 years 
Leasehold improvements up to 20 years 
Vehicles 3 or 4 years 


(h) Pension plan 


(i) 


All eligible employees participate in the Public Service 
Superannuation Plan administered by the Government of 
Canada. Contributions to the Plan are required equally 
from the employees and the Corporation. These contribu- 
tions are expensed during the year in which the services are 
rendered and represent the total pension obligations of the 
Corporation. The Corporation is not required under present 
legislation to make contributions with respect to actuarial 
deficiencies of the Public Service Superannuation Account. 


Termination benefits 


Upon termination of employment, employees are entitled 
to certain benefits provided for under their conditions of 
employment. The cost of these benefits is expensed in the 
year in which they are earned. 


The liability for termination benefits is estimated by man- 
agement based on current entitlements. 


(j) Provision for environmental cleanup 


The provision for environmental cleanup represents man- 
agement’s best estimate of the cost to clean up properties 
that contain environmental contaminants. Management 
monitors the progress of its cleanup activities and any 
changes in the estimated cost are recognized when they can 
be reasonably determined. 
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ENTERPRISE CAPE BRETON CORPORATION—Continued 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


3. Term deposits An analysis of the loan balance outstanding at March 31 is 


, as follows: 
The Corporation has term deposits with a major Canadian 


chartered bank in the amount of $997,590 and $797,944 





(1996—$1,493,715). The term deposits have effective rates of reer ae 1997 1996 
interest of 3.04% and 3.14% respectively (1996—4.95%) and elied anes ait in 
mature on April 18, 1997 and April 25, 1997 respectively. The 
fair values of the term deposits approximate their carrying lane 2 ek mt he RN a ck 2,924,621 2,735,501 
value. VLeseihanll 0b = cn ktace seco ee eee tee 640,448 560,360 
4. Accounts receivable and accounts payable NOM andl OV STs ete cous cree axon acotedoncuenape taste 560,090 301,039 
‘ ; f 4,125,159 3,596,900 
Accounts receivable are comprised of the following: Interest receivable................000005 27,848 24,314 
4,153,007 3,621,214 
997, 1996 Less: allowance for loan impairment 
$ $ NSS) a cethnest og pass Bea Gee oooee 1,799,719 1,251,595 


: an 2,353,288 2,369,619 
Due from the Atlantic Canada Opportunities ee 











Agency (NOt: Ul)irnite rete aetna te 1,267,440 918,448 : , 
Other receivables. 9... e.ciss+ése+byetar 189,715 240,154 The interest rates are fixed over the terms of the loans. 
1,457,155 1,158,602 Amounts due by fiscal year based on loan terms are as 
follows: 

The amount due from the Atlantic Canada Opportunities 1997 1996 
Agency relates to expenditures made on behalf of the Agency 2 
in accordance with a memorandum of understanding. Other $ $ 
receivables are incurred in the normal course of business with va 
no significant concentration of debtors. Principal 

Bast diela, -cavesaisrausnoveus to muses aie tocetnnaieuacie 288,691 56,635 

Accounts receivable and accounts payable are due on de- epee ee one Cae one ee Rae Be 757,425 
mand, are non-interest bearing and the carrying amounts 1998 ee ccpatcciinys cuit hoe icteeieee 515,843 275,629 
approximate fair values because of their short maturity. 1999 eee Per eer et erence 882,954 803,988 

cor, DOO soerttenctere sev aeaccoeietlcie ewer ie 467,798 396,929 
Bs SEs DEN e Om triad Oran eter 356,189 346,283 
DOO 2handibey Onda traci ciersakernee cis 1,613,684 960,011 
1997 1996 
4,125,159 3,596,900 
$ $ Interest receivable................00000- 27,848 24,314 
4,153,007 3,621,214 
Loans ...c.s. erect ao este 2,534,403 2,804,703 ee eee teat inpatient 

Repayable CONMIDUTIONSiy. asus cieireiere 1,590,756 792,197 (Note 6) fy pa ttn heeled hen. Pen es 1.799.719 1.251.595 

Interestireceivabletne-..cce ee oe ears 27,848 24,314 a ne 





2,353,288 2,369,619 








4,153,007 3,621,214 
Less: allowance for loan impairment 
(ONG1E(6) eee erring cn eect ePareccreise ras 1,799,719 12515595 


2,353,288 2,369,619 











Loans for which the final conditions of forgiveness have not 
been met are valued at $139,916 (1996—$895,816). These 
loans have been charged to operations in either the current or 
previous years. However, if certain terms and conditions of the 
letter of commitment are not fulfilled, the loan may become 
due and payable by the client. 


Loans are issued in order to promote economic development. 
All loans are issued to individuals and businesses which con- 
duct their business in Cape Breton. In 1997, three debtors 
accounted for 40% of the March 31 loan balance (1996—four 
debtors, 51% of the loan balance). 


The fair values of loans are determined using discounted 
expected future cash flows. The fair values of loans approxi- 
mate their carrying value. 


ENTERPRISE CAPE BRETON CORPORATION—Continued 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


6. Allowance for loan impairment 
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1997 1996 
Specific General Total Total 
$ $ $ $ 
Balancemubeginning Ofthe veaternejamenaset ter ean Paatpenteeis erie ioste eiereie seers e elec 1,051,595 200,000 1,251,595 1,164,690 
Wirtte-Olisid vertOMmeS tri ChUTIN Siwnararsersyans(orsteissele ayadaieeareiega ral sea, antrre ie qerea etic siete apoeaee (15,511) (15,511) 
WTEC SO LI Siene pete waperecne oe Cops tessa evs v ois ts wcitaue iron cr oncy ayiiiors ) coe Micrel soso sehen c haya dash clntanncsua, Aetevenahe (109,373) (109,373) (108,569) 
ProvisiOngotslGOamiM palkim entre mcae hve eek aii eto eitoe mayer rare serene eter aaa 673,008 673,008 195,474 
BalanceratrendyOn thesyeatys crpareencess arcs mtenesetess coctsecstene Sian al siaueyoan eieuciananac)b etunerera meer ues oie 1,599,719 200,000 1,799,719 12515595 
The investment value of those loans specifically identified 
as being impaired is $1,814,740 (1996—$1 ,298,637). 
7. Investments 
The Corporation has an interest of $300,000 in an office 
building and shares in the net income earned based on its 
percentage interest. The Corporation’s share of net income is 
$73,101 (1996—$57,138). 
The Corporation also holds $750,000 in non-voting, redeem- 
able and retractable preferred shares in private sector entities. 
No dividends were received or declared during the year. 
The fair values of investments are determined using dis- 
counted contracted future cash flows. The fair values of 
investments approximate their carrying value. 
8. Capital assets 
1997 1996 
Accumulated Accumulated 
amortization and Net book amortization and Net book 
Cost write down value Cost write down value 
$ $ $ $ $ $ 
Land for development........ 532,441 532,440 1 532,441 532,440 1 
Equipment, furniture, 
leaseholds tases ncterncitels: 1,120,302 962,683 157,619 1,038,181 929,210 108,971 
Rentalitacilitlesm seem 15,565,585 15,565,585 15,514,452 15,514,452 
17,218,328 17,060,708 157,620 17,085,074 16,976,102 108,972 








9. Funding from Government of Canada 


The Government of Canada approved a parliamentary appro- 
priation in the amount of $14,700,000 (1996—$17,538,000) of 
which the Corporation utilized $14,700,000 (1996— 
$15,038,000). 
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ENTERPRISE CAPE BRETON CORPORATION—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1997—Concluded 


10. Commitments 


(a) As at March 31, 1997 the Corporation had outstanding 
commitments for development programs in the amount of 
$3,802,968 (1996—$6,677,317). 


(b) Future minimum payments by fiscal year on operating 
leases in excess of one year are as follows: 


$ 
998 cs ee evo o auel syetevenscave op-neledhcte cases outdeteletohe Ont teiaze 470,915 
1999's. sa seerabreteioaac =p cierehs Oreo, o orth team Relastet ore 501,791 
DOO ss cseieasnivccr WR ecreorave veh Guaseate eee reali (axel SE RRROTA A dae og PIB 
PANO eNOil 5 oo paeaudaccudeshondnoDacconondd 30,766 


1,025,189 


11. Related party transactions 


The Corporation entered into a memorandum of under- 
standing with the Atlantic Canada Opportunities Agency 
establishing the arrangements for the Corporation to deliver 
the Agency’s programs on the Island of Cape Breton. As of 
March 31, 1997, the Agency reimbursed the cost of its program 
activities and related program delivery provided by the Corpo- 
ration except for the amount included in accounts receivable 
of $1,267,440 (1996—$918,448). 


The cost of services provided by other federal government 
departments, agencies, and Crown corporations are reflected 
in the statement of operations and totalled $418,254 (1996— 
$485,189). These transactions are in the normal course of 
operations and are measured at the exchange amount. 





EXPORT DEVELOPMENT CORPORATION 
FINANCIAL REPORTING RESPONSIBILITY 


The Consolidated Financial Statements contained in this Annual 
Report have been prepared by Management in accordance with 
generally accepted accounting principles appropriate in the circum- 
stances and consistently applied. The integrity and objectivity of 
the data in these Consolidated Financial Statements are Manage- 
ment’s responsibility. The Consolidated Financial Statements 
include some amounts, such as the allowances for losses on loans 
and claims, that are necessarily based on Management’s best esti- 
mates and judgment. Management is also responsible for all other 
information in the Annual Report and for ensuring that this infor- 
mation is consistent, where appropriate, with the information and 
data contained in the Consolidated Financial Statements. 


In support of its responsibility, Management maintains financial 
and management control systems and practices to provide reason- 
able assurance that the financial information is reliable, that the 
assets are safeguarded and the operations are carried out effectively. 
The Corporation has an internal audit department whose functions 
include reviewing internal controls and their application, on an 
ongoing basis. 


The Board of Directors is responsible for ensuring that Manage- 
ment fulfills its responsibilities for financial reporting and internal 
control and exercises this responsibility through the Audit Commit- 
tee of the Board, which is composed of Directors who are not 
employees of the Corporation. The Audit Committee meets with 
Management, the internal auditors and the Auditor General of 
Canada on a regular basis. 


The Board of Directors of EDC is responsible for all business 
undertaken by the Corporation. Contracts which, in the opinion of 
the Board of Directors, involve risks for a term or an amount in 
excess of that which the Corporation would normally undertake, 
may be entered into under the authority of the Governor General in 
Council where the Minister considers them to be in the national 
interest. The Board of Directors has the predominant role in the 
management of this program and is solely responsible for its admi- 
nistration. Funds required for such contracts are paid to the 
Corporation by Canada, and funds recovered are remitted to 
Canada, net of amounts withheld to cover related administrative 
expenses. Canada Account transactions are shown in Note 18 to the 
Corporation’s Consolidated Financial Statements. 


The Auditor General of Canada conducts an independent audit, in 
accordance with generally accepted auditing standards, and ex- 
presses his opinion on the Consolidated Financial Statements. His 
report is presented on the following page. 


Paul Labbé 
President and Chief Executive Officer 


Roger Pruneau 
Executive Vice-President and Chief Financial Officer 
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AUDITOR’S REPORT 


TO THE MINISTER OF INTERNATIONAL TRADE 


I have audited the consolidated balance sheet of the Export De- 
velopment Corporation as at December 31, 1996 and the 
consolidated statements of income and retained earnings and 
changes in financial position for the year then ended. These finan- 
cial statements are the responsibility of the Corporation’s 
management. My responsibility is to express an opinion on these 
financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these consolidated financial statements present 
fairly, in all material respects, the financial position of the Corpo- 
ration as at December 31, 1996 and the results of its operations and 
the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As re- 
quired by the Financial Administration Act, | report that, in my 
opinion, these principles have been applied on a basis consistent 
with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation and of 
its wholly-owned subsidiary that have come to my notice during my 
audit of the consolidated financial statements have, in all significant 
respects, been in accordance with Part X of the Financial Adminis- 
tration Act and regulations, the Export Development Act and 
regulations and the by-laws of the Corporation and its wholly- 
owned subsidiary. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
February 5, 1997 
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CONSOLIDATED BALANCE SHEET 
AS AT DECEMBER 31, 1996 
(in millions of dollars) 



































ASSETS 1996 1995 LIABILITIES 
CASH AND INVESTMENTS LOANS PAYABLE (Notes 11 and 12) 
Cash and marketable securities (Note 3) ...... 1,037 1,220 Loans payable IOSGIDGOCOMTSOR SOOHAHE AGGRO 
Investmentsi(Note 4) aaere eect ater 407 239 Accrued interest ......--- 6+ 0e eee ee reece 
Accruedsinterestz cae cicero wicreisceiseisie sess 15 19 
1,459 1,478 
OTHER LIABILITIES AND DEFERRED 
LOANS RECEIVABLE REVENUES 
Net loans receivable (Notes 5,6 and7)....... 8,048 TAQ 
: 2 A blew ttre ten Oat 
ANCIMEd Interest and fees wie cette 140 159 getup hs : : 
Deferred insurance premiums .............. 
8,188 7,886 Allowance for claims on insurance and 
guarantees! (INOteH O) serene treieeneraer atte: 
Deferred loan revenues and 
othericredits sch cceniemertie ok trates atetsceu 
OTHER 


Loan commitments and insurance 


Recoverable insurance claims 
and guarantees (Notes 8 and 9) 








(NoteslO): Wacscecie om oeveuenee ae ete arrester: 25 20 
Other‘assetsee sa sce aerom er acm moenar cts 34 16 
SHAREHOLDER’S EQUITY 
59 36 
Shareicapitall (Noten!) percrseriteeiennmrenreerret 
Retained eamings ace. ectocc ei ses 
9,706 9,400 





See accompanying notes. 


Approved by the Board of Directors: 


W. R. C. BLUNDELL 
Director 


ROGER PRUNEAU 
Executive Vice-President and Chief Financial Officer 


PAUL LABBE 
Director 














1996 1995 
Int 7,668 
94 154 
7,829 7,822 
80 50 

11 15 
205 181 
164 159 
460 405 
983 851 
434 322 
1,417 le) 
9,706 9,400 
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CONSOLIDATED STATEMENT OF INCOME AND RETAINED CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL 
EARNINGS FOR THE YEAR ENDED DECEMBER 31, 1996 POSITION FOR THE YEAR ENDED DECEMBER 31, 1996 
(in millions of dollars) (in millions of dollars) 
1996 1995 1996 1995 
Loans Operating activities 
UNtereSteAMMeC spay. cparstensasosce oy der) oc een cere dtc 633 759 INTe tai 171 Otee NE EA teh ce teh ea a tak 112 44 
GCSE ATTIC Mtoe co nue ore ty sy coat cad Persp trate) efe ehauer cues is 58 57 Items not affecting cash 
691 816 Provision for losses on loans ............. 202 341 
Less: provision for losses Provision for claims on insurance......... 68 49 
fomloans((Notew) peer sere nce ee eee 202 341 Accrued interest and fees..............-. (38) 14 
Net increase (decrease) 
489 475 indeterrediteventice er tacit eerie: (10) 4 
Insurance Othenchangesia rts eerentee es (46) (34) 
Premiums and fees earned eahtece  Saailebaeie ses 89 74 Cashipcavided <aet 18h ible ann eee 288 418 
Less: provision for claims 
on insurance (Note 10) .........:-+--2--- 68 49 Lending activities 
I OanediSDUTSeMeNIS midterm nacre ree (2,463) (2,172) 
21 25 WoanrepaymentSemay ter sees see er 1,980 2,114 
Invesmicnt ince nica e tery nese iar eee 110 75 Items not affecting cash 
620 575 Interestrescheduledterynctisctcatersct telnet: (33) (131) 
WISE OGUSTCS. 6 oc occ atone ooencodg0oRaaDe 448 474 Daas vd Cae cae a a CW ae) 
Administrative expenses.............------+- 60 Sil Financing activities 
508 531 Issue of long-term loans payable............ aS 556 
Repayment of long-term loans payable....... (1,530) (218) 
INGRINGOT Eb Ga o pind 6a c8 OCU OO AOS Cae EO on 112 44 Decrease in short-term loans 
Retained earnings payable Sisto ea Gb CNS CAD DO Iv uc Cho. OU ernie (161) (232) 
Becinhing oGpeaterichsnial ke eka se es 322 278 Issue of share capital..................5+>- 132 38 
Pee ae ee eee Soo 434 322 Increase iminvestmentSs....4.....a' nes a (168) (53) 
Gashyprovidedner crane eer eine nite 48 91 





See accompanying notes. 
Increase (decrease) in cash and 





Marketable securities: . aaj. ore (180) 320 
Foreign exchange on opening 
balance Oncashimpraer ie centre iberteymaera (3) (11) 
Cash and marketable securities 
Beginning of veabmmerra-. tries tae 1,220 911 
ICP np aecns shnoanseno soos Ub04GbC 1,037 1,220 





See accompanying notes. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1996 


1. Corporate mandate and activities Loan interest is recorded as revenue on an accrual basis until 


Export Development Corporation ("The Corporation" or 
"EDC") was established on October 1, 1969 by the Export 
Development Act ("The Act"), a statute of the Parliament of 
Canada which was amended on June 10, 1993. The Corporation 
was created as an agent of Her Majesty in right of Canada for 
the purposes of supporting and developing, directly or indi- 
rectly, Canada’s export trade and Canadian capacity to engage 
in that trade and to respond to international business opportu- 
nities. This Act as amended gives EDC the flexibility to 
consider a wider range of options to meet the needs of Cana- 
dian exporters and those investing in foreign markets. The 
Corporation is accountable for its affairs to Parliament through 
the Minister for International Trade. 


EDC incorporated Exinvest Inc. ("The Subsidiary"), under 
the Canada Business Corporations Act on August 1, 1995. All 
funds for the commencement of the Subsidiary were received 
from the Government of Canada. The Subsidiary shares the 
same fiscal year-end as the Corporation. The Subsidiary com- 
menced operations in January 1996. The activities of the 
Subsidiary have been consolidated with those of the Corpo- 
ration. 


The earnings of the Corporation and its Subsidiary are not 
subject to the requirements of the Income Tax Act. 


The Corporation is subject to a limit imposed by the Act on 
its contingent liability programs. The Act specifies that the 
Corporation’s contingent liabilities in respect of the principal 
amounts owing under all outstanding arrangements shall at no 
time exceed $15 billion, an amount equal to ten times the 
authorized capital of the Corporation. As at December 31, 
1996, the position against this limit is $8.9 billion (1995— 
$7.9 billion). 


As an agent of Her Majesty in right of Canada, debt instru- 
ments issued by the Corporation carry the full faith and credit 
of Canada. The Act allows the Corporation to borrow up to a 
maximum of fifteen times the aggregate of its current paid-in 
capital and the retained earnings determined in accordance 
with the previous year’s audited Financial Statements. This 
limit for borrowing as at December 31, 1996 is $19.6 billion 
(1995—$16.9 billion), against which borrowings amounted to 
$7.7 billion (1995—$7.7 billion). 


. Summary of significant accounting policies 
Cash and marketable securities 


Investments which are being held to maturity are carried at 
cost. Gains and losses on these investments are recognized in 
income only when they are realized and the asset is removed 
from the balance sheet. Available for sale securities are carried 
at market value. The gains and losses arising from investments 
carried at market value are included in investment income. 


Net loans receivable 


Net loans receivable are stated net of non-accrued capital- 
ized interest and the allowance for losses on loans. 
Non-accrued capitalized interest represents contractual inter- 
est capitalized according to rescheduling agreements with 
sovereign borrowers during which time the loans are classified 
as impaired. Rescheduled loans are considered performing 
unless they meet the criteria of impaired loans. 


such time as Management determines that a loan should be 
classified as impaired. Loans are classified as impaired when 
circumstances indicate that the Corporation no longer has 
reasonable assurance that the full amount of principal and 
interest will be collected on a timely basis in accordance with 
the terms of the loan agreement. When a loan is classified as 
impaired, the Corporation reverses previously accrued interest 
against the allowance for losses on loans. Amounts received 
for impaired loans are credited to the book value of the loans. 
No portion of cash received on a loan subsequent to its classi- 
fication as impaired is recorded as interest earned until such 
time as any specific allowance has been reversed, and it is 
deemed that the loan principal is fully collectible in accor- 
dance with the contractual terms of the loan. An impaired loan 
is restored to a performing basis after a pattern of regular 
payments has been established, normally three years. When the 
Corporation restores the impaired loan to an accrual basis, 
previously non-accrued capitalized interest is recognized over 
the remaining term of the loan. 


When sovereign borrowers experience financial difficulties 
and are unable to meet their debt obligations, sovereign credi- 
tors, including the Government of Canada, agree at an 
international forum, the Paris Club, to formally reschedule the 
borrower’s debt obligations. From time to time and on a case- 
by-case basis, the most heavily indebted sovereign borrowers 
are granted debt reduction or debt service relief. The granting 
of debt reduction or relief is contigent upon the sovereign 
borrower’s ability to implement and maintain economic pro- 
grams outlined by the International Monetary Fund. To date, 
the Government of Canada has fully compensated the Corpo- 
ration for all amounts forgiven at the Paris Club, and these 
payments for impaired loans or loans previously classified as 
impaired are credited to the book value of the loans. 


Loan fees, mainly exposure fees and administration fees, are 
normally amortized as fee revenue over the disbursement and 
repayment term of the related loan. 


Allowance for losses on loans 


The allowance for losses on loans is based on a review of 
collectibility of all loans to commercial and sovereign bor- 
rowers and represents Management’s best estimate of probable 
credit losses on loans receivable. However, actual loan losses 
are not predictable with certainty and, therefore, may vary 
materially from Management’s estimate. The Corporation has 
a specific allowance for those loans identified as impaired, a 
general allowance for those loans not specifically identified as 
impaired, and a risk concentration allowance. 


When a loan is considered impaired, the carrying value of 
the loan is reduced to its estimated realizable value by dis- 
counting expected cash flows at the rates inherent in the loan. 
The amount of initial impairment and any subsequent changes 
due to the re-evaluation of estimated future cash flows are 
recorded through the provision for losses on loans as an adjust- 
ment to the specific allowance for impaired loans. 


The general allowance is established in respect of loans for 
which impairment has not been specifically identified. In es- 
tablishing the general component of the allowance, 
Management models its portfolio into credit risk pools by 
investment and below investment grades and takes into ac- 
count historical default rates over term and loss percentages in 
relation to its credit profile. 


EXPORT DEVELOPMENT CORPORATION—Continued 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1996—Continued 


The Corporation through its continued support for Canadian 
exporters has accumulated significant risk concentrations in 
low investment grade and below investment grade countries, 
and with commercial counterparties in investment grade coun- 
tries beyond that normally considered acceptable for financial 
institutions. These large risk concentrations expose the Corpo- 
ration, in Management’s judgment, to significant additional 
risk of credit loss. Commencing in 1996, the Corporation has 
set aside an allowance as a result of these risk concentrations. 


For the year ended December 31, 1996, the new accounting 
standards for impaired loans issued by the Canadian Institute 
for Chartered Accountants were adopted by the Corporation. 
The Corporation’s previous provisioning practices were suffi- 
cient to fully accommodate the requirements of the 
implementation of the impaired loans recommendations, and 
to reflect the cumulative prior period adjustments. Accord- 
ingly, no adjustments to previously recorded amounts were 
required. 


Recoverable insurance claims 


Recoverable insurance claims payments are recorded at es- 
timated recoverable values. Subsequent net gains or losses on 
recovery are credited or charged to the allowance for claims 
on insurance and guarantees when estimates are re-evaluated. 


Allowance for claims on insurance and guarantees 


The allowance for claims on insurance and guarantees is 
based on an actuarial review of net loss experience and poten- 
tial net losses and represents Management’s best estimate of 
the net present value of the liability under existing policies and 
guarantees. However, actual insurance and guarantee losses 
are not predictable with certainty and, therefore, may vary 
from Management’s estimate. 


Insurance premiums 


For short-term insurance policies, premiums are taken into 
income at the commencement of coverage. Premiums on other 
export insurance policies are taken into income using methods 
which generally reflect the exposures over the terms of the 
policies. Reinsurance premiums and recoveries on losses in- 
curred are recorded as reductions of the respective income and 
balance sheet accounts. Unearned premiums on insurance 
transferred to reinsurers and estimates of amounts recoverable 
from reinsurers on unpaid claims are deducted from deferred 
premiums and recoverable claims respectively. 


Interest expense 


Interest expense includes expenses of derivative financial 
instruments, and the amortization of debt discount and issue 
expenses. Gains or losses incurred upon debt repurchases by 
the Corporation and related swap unwinds are either taken into 
income at the time of the transaction or deferred and amortized 
over the life of other new debt issue if a replacement debt issue 
occurs. 
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Translation of foreign currency 


All assets and liabilities denominated in foreign currencies 
are translated into Canadian dollars at exchange rates prevail- 
ing at the end of the year. Income and expenses are translated 
at monthly average exchange rates in effect during the year. 
Exchange gains and losses resulting from the translation of 
foreign currency balances and transactions are included with 
investment income. 


Derivative financial instruments 


The Corporation uses a variety of derivative financial instru- 
ments to manage operating exposures such as foreign 
exchange fluctuations and changes in interest rates. These 
contracts are carried on a cost basis. Premiums paid or re- 
ceived on these instruments are deferred and amortized over 
the life of the contract. Net receipts or payments are recog- 
nized in income on an accrual basis in the same period and the 
same financial statement category to which the contract is 
related. 


Reclassification of comparative figures 


Certain 1995 comparative figures have been reclassified to 
conform with the presentation adopted in 1996. 


. Cash and marketable securities 


The Corporation maintains liquidity sufficient to meet gen- 
eral operating requirements, to maintain stability in the 
short-term borrowing program and to provide flexibility in 
achieving corporate objectives. In order to meet these varied 
needs marketable securities are held in either the investment 
or available for sale portfolios. 
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EXPORT DEVELOPMENT CORPORATION—Continued 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1996—Continued 


Securities in the investment portfolio are held for liquidity 
and longer term investment. Available for sale securities are 
intended to be held for a short period of time. Swap contracts 
are agreements between two counterparties to exchange inter- 
est payments over an agreed upon period, each calculated 
using a different interest rate index and denominated in either 
the same currency or a different currency. 



























































Remaining term to maturity 1996 1995 
Under | year 1 to 3 years Over 3 years Total Total 
(in millions of dollars) 
Investment portfolio 
Fixed! rate'securities. «..c. cerns seriall 101 132 Is) 258 221 
Swap! contractSaace ater oteitele teckel (65) (127) (192) (76) 
Net f1x€dosicicceacwts cesta too taeears 36 5 25 66 145 
Viel tOmnalurilyicoeowe cite taraiel- 5.07 So 7 7.50 6.88 Mees 
Floating rate/Securities) 7. oe) nt-lt-istaase rs 536 69 64 669 809 
Swap CON tracts werner ssi icnelorteieiene 65 127 192 76 
Netifloatingva.cras- mommies: 601 196 64 861 885 
Yield 
HON AN 1 ee ee COCOONS EL OIAD Gi 4.84 DS: 
Total investment portfolio.............. 637 201 89 927 1,030 
Available for sale portfolio 
FixedirateisecuritieSsn ctr. stctenersternersre 1 7 9 17 45 
Eloating rate Securities -etertret airs iete 72 6 15 93 145 
Total available for sale portfolio......... 73 13 24 110 190 
Ase DIVE, aches aenacap ones sae 4.64 6.64 
Valueranpurcnase vies sear tietie= 73 13 29 115 203 
Total cash and 
marketable securities...............: 710 214 113 1,037 1,220 








Credit exposure arises from the possibility that a counter- 
party may default on their obligations. Credit exposure related 
to securities held in the investment portfolio and the available 
for sale portfolio is represented by their carrying value. For 
swap contracts, it is a fraction of the notional amount of the 
instruments shown above represented by the replacement cost 
of those contracts that have a positive fair value (a contract 
which if settled currently would result in a gain). Credit expo- 
sure for swap contracts held in the investment portfolio are 
included as part of Note 15. 


4. Investments 


The Corporation has investments in notes issued by two 
Crown corporations, Ridley Terminals, Inc. and the Vancouver 
Port Corporation, totalling $308 million (1995—$234 mil- 
lion). Both corporations are related to EDC as a result of 
common ownership. EDC intends to hold these investments to 
maturity. These transactions were performed in the normal 
course of business, transacted at fair value, and are recorded 
at cost. Total revenue from these investments amounted to 
$19 million in 1996 (1995—$16 million). 


Term*/ 
Months 


Yield* 
Amount % 


(in millions of dollars) 


7.55 63 
Bed 2 


Fixed rate investments ............ 300 
Floating rate investments.......... 8 


Refers to yield and term to maturity for fixed rate investments, and yield 
and term to reset for floating rate investments. 


Investments also include $99 million (1995—$5 million) in 
cash and securities held by EDC’s subsidiary Exinvest Inc.. 
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EXPORT DEVELOPMENT CORPORATION—Continued 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1996—Continued 


5. Net loans receivable 


The following table shows the contractual maturity along 
with related contractual effective yields for gross loans receiv- 
able. The yields are computed on a weighted average basis by 
amount and term. Floating rate yields are expressed as spreads 
over base rates which consist mainly of LIBOR for US dollars 
and Prime for Canadian dollars: 








1996 1995 
; Yield to Yield to 
Fixed maturity Floating Spread Total Fixed maturity Floating Spread Total 
$ % $ % $ $ % $ % $ 








(in millions of dollars) 
































Performing 
Overdveneny eer: 6 8.96 1 1.24 a 6 9.46 1 0.87 if 
199 Guna eters ci sak 523 9.24 801 0.85 1,324 
1.997 Boece oeeesis 605 8.83 TS 1.14 1,380 526 9.12 460 1433 986 
1OSR wee sce cece 548 9.17 506 1.67 1,054 458 9.33 420 132 878 
1999 eee a sole er 468 927 497 1.68 965 401 9.37 392 1.31 793 
2 OOO eerste 418 Ail 393 a 811 364 9.36 305 1.44 669 
DOO ree apceer cos 545 9.23 381 1.69 926 400 9:37 253 1.10 653 
2002-2006 ee aera 1,238 8.68 938 0.97 SKS) 995 8.92 734 0.68 1,729 
2007 and beyond... 647 8.97 619 0.47 1,266 425 9.64 551 0.40 976 
Performing eer oe 4,475 8.92 4,110 1.24 8,585 4,098 9.27 3,917 0.96 8,015 
impaire deserts aes: 257 1,662 1,919 322 es 1,895 
Gross loans 
receivable......... 4,732 Sse) 10,504 4,420 5,490 9,910 
Less: non-accrued 
capitalized 
interest on 
— Impaired loans .. 774 665 
— Performing 
loans”) beet 224 262 
Loans receivable ..... 9,506 8,983 
Less: allowance 
for losses on 
loans (Note 7) ..... 1,458 1,256 
Net loans receivable .. 8,048 eo 
(1) Represents the unamortized balance that accrued while the loan was im- 
paired. 
At December 31, 1996, the floating rate performing gross 
loans receivable are yielding 6.52% (1995—6.99%) with an 
average term to reset of 88 days (1995—99 days). 
The breakdown of the Corporation’s performing gross loans 
receivable between sovereign and commercial is as follows: 
1996 1995 
Yield to Yield to 
Fixed maturity Floating Spread Total Fixed maturity Floating Spread Total 
% $ % $ $ % $ % $ 





(in millions of dollars) 


Sovercionere errr 2,785 8.85 2,148 0.93 4,933 2,830 8.90 2,286 0.87 5,116 
Commercial ar sees: 1,690 8.99 1,962 1.63 3,652 1,268 O72 1,631 1.14 2,899 


IRQ ooo caceangoo 798 4,475 8.92 4,110 1.24 8,585 4,098 927, 3,917 0.96 8,015 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


AS AT DECEMBER 31, 1996—Continued 


6. Impaired loans receivable 


The Corporation has $1,919 million impaired gross loans 
receivable (1995—$1,895 million) of which $1,787 million is 
sovereign (1995—$1,792 million) and $132 million is com- 
mercial (1995—$103 million). The following reflects the 


movement in the impaired loans portfolio during the year: 


Balance at beginning of year.............. 








Loans classified as impaired............ 
Loans reinstated to performing.......... 
Capitalized interest mitre ttt triers 
Principalireceipts erie tacit eee 
Compensation from the Government 

of Ganadafondeburenetan m-caarte 
Rorelenkexchange spree torre aa sae ensirs 


Balance atendiony. cater t-te tenet ieiensiteterer 


The largest concentrations of gross loans receivable for 
impaired loans are listed in the following table. Non-accrued 
interest represents contractually earned interest that has not 





1996 1995 
(in millions of dollars) 
1,895 2,598 
29 47 
(675) 

78 103 

(55) (113) 
(26) (19) 

(2) (46) 
1,919 1,895 








been capitalized through rescheduling agreements. 























1996 1995 
Gross Non-accrued Non- Gross Non-accrued Non- 
loans capitalized accrued loans capitalized accrued 
receivable interest* interest receivable interest* interest 
(in millions of dollars) 
Sovereign 
I oly) Ree eee cloeen Geis Connon 571 340 39 591 332 il 
GamerooOlnn eee 400 150 18 362 100 41 
Cote d@lvoirer anatase nes 252. 111 5 254 95 6 
IRUSSlates eee eer ara 112 31 4 84 25 3 
Gabonese rine 74 18 2 78 10 4 
Others ceptor eae arcsec: 378 124 121 423 103 108 
Sub-totalia ear tee 1,787 774 189 1,792 665 169 
Commercial 
Financial institutions......... 103 69 103 52 
Aircraft manufacturer ........ 29 2; 
Sub=totalipyraccctecnire otses «1 e 132 71 103 52 
Motalampaired errr rt 1,919 774 260 1,895 665 221 








“Non-accrued capitalized interest is included in gross loans receivable. 


During 1996, payments for impaired loans were $89 million 
(1995—$182 million). For 1996, these amounts were applied 
to the book value of the impaired loans and did not affect 
interest earned in accordance with the adoption of the new 
accounting standards for impaired loans. For 1995, payments 


received increased interest earned by $116 million. 
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The largest receipts for impaired loans including contractual 
principal and interest from sovereign borrowers were as noted: 


1996 1995 


(in millions of dollars) 








[Rerum rare er cre dee ceow nevard sirash omens on devon cas 29 

Bi awaDll 5-A.d.cpiaeaere CALS ONO One eG aa OnOr: 97 
REMY Am veptetee tet eater svar sxe sone alesnzs eter apaieeaercc 12 11 
(ADONIS are Saoirse oigurada oe awe 11 PA 
(GamerOON Ae eevee Seusnont Oa ace ewe 2 samen ys 10 

CTL AC Oban wae weer aris share oie) Shoot eirae cine 9 
Bulgariatencern actos ewes cuss sw merce ae 6 §) 
COE Teme Te retrace ie eaclcrahs cheats Zi 35 
LG} AL Gee en RTS CHOICE. Waris eine dele ha UareiiR es 89 182 





7. Allowance for losses on loans 


The composition of the allowance for losses on loans is as 
follows: 


1996 1995 





Sovereign Commercial Total Sovereign Commercial Total 





(in millions of dollars) 


Specific allowance for 





Impaired lOanSiys ete meee: 534 2G 661 612 97 709 
Generallallowance= -2e aes ee 361 272 633 388 159 547 
Risk concentration 

AllOWanCe annie cs ateiais sere 164 
Bo talUccapaemenretteters sesroc crane ene 895 399 1,458 1,000 256 1,256 








The specific allowance for impaired loans reduces the car- 
rying value of impaired loans to the net present value of 
expected cash flows. Estimated cash flows are based on his- 
torical payments from sovereign borrowers demonstrating to a 
large extent each borrower’s willingness and ability to meet 
future payments. The historical payments are then modified 
when necessary to derive the estimated future cash flows 
which are then discounted using rates inherent in agreements. 


The Corporation has significant geographic concentrations 
in low and below investment grade countries, as determined by 
external credit agencies. Seven such countries represent 
$3,796 million or 44% of the Corporation’s performing loans 
receivable and related loan guarantee exposures. In addition, 
the Corporation has a single counterparty exposure, a ground 
transportation entity, of $690 million in the United States. 
These exposures are used to determine a risk concentration 
allowance of $164 million. 


During the year, changes to the allowance for losses on loans 
were as follows: 








1996 1995 
(in millions of dollars) 
Balance at beginning of year............--- 1,256 935 
Provision for losses on loans ........-.- 202 341 
Interest reversals 
forsmpaired |OanSiwecye elders acts (1) (3) 
Borel smiexChangeseer terriers aerial 1 (17) 





Balance AMenG Ol vealnnrumaraasneniettelerst arcs 1,458 1,256 
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8. Loan commitments 


The Corporation has undisbursed commitments of 
$2,863 million (1995—$1,854 million). The Corporation ex- 
pects to fund these undisbursed commitments near the time of 
their disbursement. The Corporation generally attempts to 
match debt maturities and currencies with those of its loan 
assets on a portfolio basis. 


Undisbursed commitments with their locked-in effective 
yields are outlined in the following table. All yields are com- 
puted on a weighted average basis and the spread over floating 
interest rates are represented mainly by LIBOR for US dollars. 
In addition to the amounts in the following table, the Corpo- 
ration is committed to disburse $223 million whose fixed rate 
effective yield will be determined in the future and closer to 
the time of disbursement. 





1996 1995 
Spot Spot 
Fixed yield Floating Spread Fixed yield Floating Spread 
$ % $ % $ % $ % 





(in millions of dollars) 





SGM N sane posnosoobondoeuunpooDersT 417 8.41 409 2.49 454 8.76 227, 2.86 
(GNI eo gokancadcohepdEpo DSc on De 75 9.72 F739 1.14 116 8.72 1,057 1.01 
NOAA aoogaaonos Ho ooo uuMameadodoscoN 492 8.61 2,148 1.40 570 8.75 1,284 1.34 








9. Contingent liabilities 


The Corporation has insurance policies in force and guaran- 
tees outstanding of $7,432 million (1995—$6,214 million) 
which mature as follows: 








1996 1995 
(in millions of dollars) 
Short-term! programe sne ee ols) seletsy cheese 5,081 4,000 
Medium-term program 
JOEY TR eich acesc NOCe Oh ane RE eRe Oe Ole 430 
1S fines eA Cc BOTS Ofii 370 298 
eee ce oxbon Bo Orne DAO monn Amon OOOO 340 113 
NOOO wer ere eermar grea vecscayencte Cuccumeietn ert oma 295 Za 
A010 aeenn oriole comin eee nee rn 97 84 
DOOM ee oe eerie daetereste anata eese er 395 259 
ANIA neo omdarias Samora cOndodo.cn 454 407 
LOO 7candibey onder see ererrrrsar 400 348 
otal eecetiicie tock caer cede saetelersurskungs 7,432 6,214 








The major concentrations by location of ultimate risk are as 




















follows: 
1996 1995 
Short-term Medium-term Total Short-term Medium-term Total 
(in millions of dollars) 

IMEXICOR tie Socrates eras 391 14 405 377 10 387 
(UG a ere Con as wetio a mrt trce 1,580 38 1,618 1,173 65 1,238 
Brazil oss cece 585 19 604 364 3 367 
VAP AN pers stereconereceerscer elect ayerete rote BDS 2 355 
Ganadatny aaron eee 612 312 924 147 207 354 

Irani eae erate ae ree 390 60 450 
Others 4a ea eo ees 1,523 1,908 3,431 1,586 1,927 3,53 











TOtallins, Sorc creteseeeisiote se cstetee tee 5,081 2,351 7,432 4,000 2,214 6,214 
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10. 


Of the $7,432 million (1995—$6,214 million) insurance 
policies in force and guarantees, the following policy types 
were supported: 





1996 1995 

(in millions of dollars) 

redipinsurances nm: aise cee eoe cieas clean: 5,362 4,232 

Perionmancesecurityacvrs sor ware ae 369 427 

SUTELY secon see cis ie oieatetnsie seen para euen ae avs 295 204 
Bulk 

AGI CULUUT Cerner ates eae ls ne tessy conus ars 40 123 

Foreign investment insurance............. 928 872 

fe GADVOMATAIILe GSayen teen e sieieeate hc io es eels 438 356 





TOE ick ensy cere Senn ACR AO roo Eae 7,432 6,214 





Reinsurance of $122 million (1995—$116 million) has been 
deducted from the insurance policies in force. 


Recoverable insurance claims and allowance for claims 


In 1996, the Corporation paid claims on insurance of 
$60 million (1995—$28 million), and recovered claims of 
$11 million (1995—$8 million). 


Of the $60 million in claim payments made during 1996, 
94% were related to the short-term program. The largest con- 
centrations of claim payments and recoveries were in the 
following countries: 





1996 S95 
Claims Claims Claims Claims 
paid recovered paid recovered 





(in millions of dollars) 


Kee tw 


5 
Brazile wee mecp recat 4 
4 
1 


4 2 1 
MOtal Rect ace tereye rte sere 60 11 28 8 











During the year, changes to the allowance for claims were 
as follows: 


1996 1995 


(in millions of dollars) 





Balance at beginning of year.............. 181 149 
Provision for claims on insurance ....... 68 49 
@lanns recovery expensesen aij emcee (2) 
Re-evaluation of recoverable 

LAIN Sre eter ener ci tte steers oe (43) (13) 
Borelgniexchanlennerany aaa treet (1) (2) 





Balance abendiot yearenncmae «mie kee 205 181 
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11. Loans payable 


The Corporation issues debt instruments in world capital 
markets. Short-term payables represent liabilities of the Cor- 
poration that are issued with maturities under one year. 
Long-term debt instruments are issued by the Corporation in 
Canadian dollars, US dollars and other currencies. The Corpo- 
ration utilizes currency swaps to convert foreign denominated 
fixed rate notes primarily to US dollars. Interest rate swaps are 
principally utilized to convert fixed rate instruments to float- 
ing rates primarily related to LIBOR. Derivative contracts and 
structured notes are used to minimize the cost of capital and 
are also used for asset/liability management purposes. 


Loans payable are comprised as follows: 

















1996 1995 
Loans Interest Loans Interest 
payable expense payable expense 
(in millions of dollars) 
Short-term payables ..... 853 63 1,023 60 
Long-term 
payables 
- due within 
Ds nonth siren 724 1,008 
- over one year ....... 6,103 385 S151 414 
Sub=totaluneee cern ee 7,680 448 7,602 474 
Plus: 
- unamortized discounts 
and premiums...... 11 10 
Oe temals seni eter 44 56 
Total loans payable...... (HES 7,668 








Discounts and premiums are related to the issue of long-term 
debt and swaps. Deferrals include gains and losses incurred 
upon debt repurchases and swap unwinds. 
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Accrued interest is comprised as follows: 


1996 1995 


(in millions of dollars) 








Short-term qa.cice tei ara elt ceetekotets 4 4 
Long-term 
SEDCASSUCK. ace. cc nieanceueaaener enter aston 229 257 
= SWAP CONMACIS i. rc ersiete sci-t Gateios geeee te (139) (107) 
Total accruedinterest- mine erties 94 154 








The accrued interest for the above swap contracts is pre- 
sented on a net basis. 


Structured notes outstanding, included in loans payable, are 





as follows: 
1996 1995 
(in millions of dollars) 
Equity index linked.............-....... 467 13 
Dualicurrencysstaeeet sierra crs: 1,034 663 
SWealisnchoones auconabanonamonoo anne 189 224 
BIN secre. MO ker OEE AOTC. oO OC 143 68 


EDC has entered into a number of structured notes as part 
of its funding program. The Corporation has executed swap 
contracts to remove market risk on these borrowings. These 
contracts ensure that EDC will receive proceeds from the swap 
to meet the requirements of settling and servicing the debt 
obligation. The Corporation has synthetically created floating 
rate debt. In swapping out of the underlying bond issue, the 
potential market risk has been converted to credit risk. Credit 
risk is managed by dealing with counterparties evaluated as 
creditworthy, through management limits to counterparties and 
other credit mitigation techniques. Credit exposure on deriva- 
tive financial instruments is further discussed in Note 15. 
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lee 


Loans payable maturities 


Total loans payable and related notional swap amounts ma- 
ture as follows: 











A — 207 


























1996 1995 
Swap Yield* 
Year of maturity Issues contracts Net (%) Net 
(in millions of dollars) 

Fixed rate issues 
BOO Gate ec er rie ean wesc Sian esetace 273 
POO Te Gee errr core ae Tauern iehecach aise, ase 1B (457) 270 7.05 270 
ISOC Heme Gruen st ee eat na Mesa 1,825 (1,138) 687 6.64 688 
199 Oe pennies ee. arate nee dees Amo ee ons 1,317 (564) 753 6.98 751 
PAOD Cas 4 che tos PARR Brose SRS CRO Gea ORe 838 (565) 273 8.74 273 
PAOLO seek sea pape eR ERS ROIS Pech OM EET ORSINI ROE 297 (297) 
AOE (NOM OSE tent ts Co SE OO Oe ae ere: 1,270 (992) 278 8.35 252 
ZOO ANGE VON mavieteatid ries csrcctbs 304 (60) 244 8.31 268 
Substotalimaemee ceca riaavar sect hacer 6,578 (4,073) 2,505 8.07 Dafa 

Floating rate issues 
ISLS en. Se OO tc Oc Cet Om OnE 1,759 
CIE, AS pero eren. Scr db roa Omer rrcttens 853 454 1,307 491 
190 Beare aoe con eet e650) sien Se gneatae' a) 1,159 1,159 970 
TUS IETS, BN pee asa o/ocr ore rey eae 75) 557 632 68 
2OOOR PI cee ptt eins shia b 8 512 520 198 
SOLU od ais, 52s, oe Aza Perce eG chat oe ROR 68 276 344 235 
2OOPstow2 OUCH. eee. cee ei cde 157 996 1,153 235 
DOOM andi beyondmepre ein eos ee: 60 60 871 
SiibstOtal merece meee reracets cca 1,161 4,014 Sy HS) 4.93 4,827 

Total 
LGD Geert ys rel etercee cee vacwveteret fara io 2,032 
ON oaks, Seay rec Sree turon eth ri Oe e can oe 1,580 (3) 1,577 761 
OO SII Sts ks cored ees tere tata ater e-onetre acest 1,825 21 1,846 1,658 
NOOO GME eree tet Mnaarene tine me ca we eae 1,392 (7) 1,385 819 
AON, canes lac drmicerares Cle areca iE rar 846 (53) 793 471 
PAOLO Secs cece eet ne cere ERO aM rr 365 (21) 344 DAS 
DOO 2s Ove O0 Gmeaerret scene Aaverents, croteats 1,427 4 1,431 487 
ZO Oseand Deyondureeeerer ee erie 304 304 1,139 
BOWE) | cone Meo mec ene CES On ane ee ern T5139 (59) 7,680 7,602 








* Refers to yield to maturity for fixed rate issues, and yield to reset for 
floating rate issues. 


Credit exposure and other details on swap contracts are 
included as part of Note 15S. 


. Share capital 


The authorized share capital is $1.5 billion consisting of 
15 million shares with a par value of $100 each. The number 
of shares issued and fully paid is 9.8 million (1995—8.5 mil- 
lion). During 1996, the Corporation issued 1,320 thousand 
shares (1995—380 thousand). 
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14. Foreign currency balances 


The Corporation has substantial assets and liabilities in US 
dollars and in other currencies. In addition, the Corporation 
has derivative financial instruments denominated in various 
currencies. The purpose of these derivative financial instru- 
ments is to minimize the cost of capital and optimize yields for 
the Corporation, while sustaining prudent levels of risk. 


The following chart shows where the Corporation has cre- 
ated synthetic debt and asset positions through such 
instruments and the resulting net foreign currency exposure. 














1996 1995 
Assets Liabilities 
Gross DES Net Gross DE Net Exposure Rate Exposure Rate 
(in millions of dollars) 
US sD ollacsmeeeiseiacter 7,405 141 7,546 (4,634) (2,749) (7,383) 163 1.3696 149 1.3652 
Deutsche Marks...... 385 385 (482) 44 (438) (53) 0.8900 (148) 0.9520 
European Currency 
intits re ipa e 179 (7) 2 (20) (137) (157) 15 Pe) 101 1.7503 
British Pounds ....... 128 128 (1) (118) (119) 9 2.3454 4 2.1202 
italiani (sitar (183) 181 (2) (2) 0.0009 (3) 0.0009 
Swiss Francs ........ 4 4 (12) 7 (5) (1) 1.0232 1.1840 
Australian Dollars .... 15 (15) (897) 897 1.0886 1.0156 
Japaneseavent syle 19 (17) 2 (383) 381 (2) 0.0118 3 0.0132 
New Zealand 
dollars @-armmec eer : (134) 134 0.9690 0.8926 








* "Derivative Financial Instruments" includes currency swaps and 
foreign exchange contracts. See Note 15. 


The Corporation incurred a foreign exchange gain of 
$11 million in 1996 (1995—$12 million loss). This amount is 
included in investment income. 


15. Derivative financial instruments 


The Treasury Division actively manages EDC’s exposure to 
market risk through the use of derivative financial instruments 
held for non-trading purposes. EDC utilizes a variety of these 
instruments to manage funding costs, investment returns, and 
to implement asset/liability management strategies in order to 
minimize market risks in EDC’s portfolios. The credit risk in 
these instruments is managed in accordance with guidelines 
established in the Treasury Risk Management department and 
approved by the Board of Directors. 


EDC currently uses, but is not limited to, the following types 
of instruments: 


Interest rate swaps—transactions in which two parties ex- 
change interest flows on a specified notional amount on 
predetermined dates for a specified period of time using agreed 
upon fixed or floating rates of interest. Notional amounts upon 
which interest payments/receipts are based are not exchanged. 


Currency swaps—transactions in which two parties exchange 
currencies at inception and at maturity as well as interest flows 
on the exchanged amounts on predetermined dates for a spec- 
ified period of time using agreed upon fixed or floating rates 
of interest. 
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Equity index swaps—transactions used to eliminate exposure 
to movements in an equity index on a debt issue undertaken by 
the Corporation. Two counterparties agree to exchange pay- 
ments: one of which represents the percentage change in an 
agreed upon equity index and the other a short-term interest 
rate index. The principal may either resemble an interest rate 
swap in that no exchange of notional amounts occur or a 
currency swap in which currencies will be exchanged at both 
inception and maturity. 


Foreign exchange contracts—commitments to purchase or 
sell foreign currencies for delivery at a specified date in the 
future at a fixed rate. 


Forward rate agreements—contracts fixing an interest rate 
to be paid on a notional deposit of specified maturity com- 
mencing at a specified future date. 


Futures—future commitments to purchase or deliver money 
market instruments on a specified future date at a specified 
price. The instruments are obligations between the Corpo- 
ration and the organized exchange upon which the contract is 
traded. 


Options—contracts which grant the right, but not the obliga- 
tion, to purchase a financial asset at a specified price during a 
specified period. 


In any transaction there is always an inherent risk of loss. 
These risks are classified as (1) credit risks, wherein the 
counterparty fails to perform an obligation as agreed upon 
causing the other party to incur a financial loss, or (2) market 
risks where an exposure exists as aresult of changes in foreign 
exchange rates and/or interest rates. 


The Corporation manages its exposure to credit risk by 
dealing only with financial institutions having original credit 
ratings of A for terms of three years and under, and AA for 
terms greater than three years. Internal policies and procedures 
establish credit approvals, controls and monitoring. The Cor- 
poration does not anticipate any significant non-performance 
by the counterparties due to the control procedures in place. 


The breakdown of counterparty exposure for derivative fi- 
nancial instruments is as follows. Credit exposure is limited to 
contracts with a positive fair value. 








1996 1995 

(in millions of dollars) 

RUIN Recerca) aa irtona eee: BSN eRe nea ee Oro 37 Si 
ONG ar EN oe ERR TIN e cone ee ecards 19 117 
INTN Reece BBR a oe eee SSM Toy ern 54 1 
IND Ree Sea 0 ot af dso EN Sais EAR EOS RR ES enn ee 58 61 
Ae aE ara Ee Meira aise tei eEotoks® senmtny omit re 2D 116 
AE A io ee ey NEN hiss Rec PR UAC nce Sickle @ 134 81 
Hitt tell eae. re ee ern e SeAn en ahever hee 304 427 








Credit risks inherent in the derivative financial instruments, 
marketable securities and investments have been estimated not 
to exceed $20 million. Accordingly, an allowance for credit 
risk of $20 million (1995—$20 million) has been established. 
This amount is included in accounts payable. 
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16. 


Interest rate, currency swap, and foreign exchange contracts 
entered into by the Corporation with contractual or notional 
principal amounts outstanding as at December 31, 1996 are 
listed below. 























1996 1995 
Remaining term to maturity 

Under 1 to 3 3 to 5 Over 

one year years years 5 years Total Total 
(in millions of dollars) 
@urrencyiSWapsiaeeite etree 458 1,297 655 274 2,684 DON) 
Interest rate swaps..........--- 61 1,305 210 938 2,514 2,706 
Foreign exchange contracts...... 1,007 1,007 iLaskey! | 
Totalralliswapsteecierectel errs ett 1,526 2,602 865 21 6,205 6,252 
Fair value of swaps 

ROSitiN Grfeteartsinrorter Reh ierers teas tee 21 83 148 52 304 427 
Negatives criss emritee erent 15 Si 24 15 105 65 








Swaps that have a positive fair value are those contracts 
which, if settled immediately, would result in a gain. Con- 
versely, immediate settlement of a swap with a negative fair 
value would result in a loss. 


Fair value of financial instruments 


The chart below outlines the book values and the fair values 
of the Corporation’s financial instruments. As with any esti- 
mate, uncertainty is inherent due to the unpredictability of 
future events. In the case of estimating the fair value of the 
Corporation’s financial instruments, this uncertainty is multi- 
plied due to the large number of assumptions used, and in the 
wide range of acceptable valuation techniques. Estimates of 
fair values are based on market conditions at a certain point in 
time, and may not be reflective of future market conditions. 
Thus, the estimate of the value of financial instruments out- 
lined below do not necessarily reflect the actual values that 
may occur should the instruments be exchanged in the market. 
It is not the Corporation’s intent to settle these items in the 
market before they mature. The aggregate of the estimates of 
the fair value of the financial instruments presented below do 
not reflect an estimate of the underlying value of the Corpo- 
ration. 





1996 1995 
Book Fair Book Fair 
BALANCE SHEET ITEMS value value value value 





(in millions of dollars) 


Cash and marketable 


securities 
Available for sale 
POMLOLO mee eres 110 110 190 190 
Investment 
POrttollOw seu eee 942 935 1,049 1,047 
Investments*.. 1. son 407 423 239 263 


Loans receivable: 
Performing fixed 


g21f Se Reanic Raa 4,174 4,483 3,942 4,261 
Performing floating 
TALC acnerdcnsicieteies 3,530 3,894 3,423 3,706 
IMpENTl Ss poogneones 484 484 521 521 
Accounts payable....... 80 80 50 50 
Loans payable 
Bixed rate eryarreet 2,505 2,593 PIII) 2,954 
Floating 


Pate verteraeoreiee ere 5,269 5,269 4,981 4,981 
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1996 1995 








DERIVATIVE Fair Fair 
FINANCIAL INSTRUMENTS Notional value Notional value 


(in millions of dollars) 





Currency swap 


GONUMactS ae aces 2,684 119 DONS) 249 
Interest rate swap 

Contracts@ancae anne 2,514 89 2,706 INS 
Foreign exchange 

CONTACTS sere cyen dais: de 1,007 (9) 1,331 (2) 








The fair value of securities with an original maturity of more 
than one year is based on quoted market prices. For securities 
with an original maturity of less than one year, the face value 
has been used as an estimate of fair value. 


In order to estimate the fair value of its performing loans 
receivable, the Corporation separates its loans into risk pools 
and calculates the net present value of cash flows of principal 
and interest. The discount rate for the fixed rate portfolio is 
derived by taking the base rate, US Treasuries for US dollar 
fixed rate cash flows for example, to which a spread for credit 
risk is added for each credit pool. The discount rate for the 
floating rate portfolio is derived similarly by adding to the base 
rate a spread for credit risk depending on the grade of credit. 


The estimate of the fair value of fixed rate loans payable and 
investments uses a discounted cash flow approach with current 
market rates. Variable rate loans payable and investments re- 
price frequently and the carrying value approximates the fair 
value. 


The nature of accounts payable is that they have a relatively 
short duration. Thus the fair value of accounts payable is 
estimated to be equal to their book value. 


The estimate of the fair value of the foreign exchange con- 
tracts is carrying value. Currency swap contracts and interest 
rate swap contracts use a discounted cash flow approach. 


17. Related party transactions 


The Corporation enters into transactions with other Govern- 
ment departments, agencies, and Crown corporations in the 
normal course of business. 


It is Management’s opinion that loans to sovereign govern- 
ments are considered collectible unless they are formally 
repudiated by the debtors. However, indefinite delays in repay- 
ment of principal and interest may have to be accepted. 


During 1996, the Corporation received from the Government 
of Canada $101 million (1995—$374 million) for principal 
pursuant to debt relief arrangements. Interest earned is unaf- 
fected in 1996 in accordance with the adoption of the new 
accounting standards for impaired loans. For 1995, amounts 
received for debt relief increased interest earned by $11 mil- 
lion. 
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18. Canada Account Transactions 


Pursuant to the Act, the Minister for International Trade, 
with the concurrence of the Minister of Finance, may authorize 
the Corporation to undertake certain financial and contingent 
liablity transactions. These transactions and legislative author- 
ities which underlie them, have come to be known collectively 
as the "Canada Account". The Board of Directors is only 
responsible for the management and the administration of the 
program. Accounts for the program are maintained separately 
from the Corporation’s accounts, and are consolidated annu- 
ally as at March 31 with the financial statements of the 
Government of Canada which are reported upon separately by 
the Auditor General of Canada. The assets under the Canada 
Account, mainly loans receivable and accrued interest and fees 
recorded in accordance with the accounting policies and prac- 
tices approved by the Government of Canada, amounted to 
$2,899 million at December 31, 1996 (1995—$2,812 million). 


The Act allows the Canada Account to have outstanding 
loans and commitments to foreign borrowers, and liabilities 
under contracts of insurance and other agreements up to a 
maximum of $13 billion. The position against this limit, deter- 
mined in accordance with the requirements of the Act, is 
$4,165 million (1995—$4,296 million). Reinsurance of 
$62 million has been deducted from the insurance policies in 
force. 


The Corporation retained $17 million (1995—$16 million) 
from Canada Account receipts and recoveries to meet expenses 
and overhead related to Canada Account transactions. 
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The accompanying financial statements of Farm Credit Corpo- 
ration and all information in this annual report are the responsibility 
of the Corporation’s management and have been reviewed and 
approved by the Board of Directors. The financial statements in- 
clude some amounts, such as the allowance for loan impairment and 
the valuation of real estate acquired in settlement of loans, that are 
necessarily based on management’s best estimates and judgement. 


The financial statements have been prepared in accordance with 
accounting principles which are generally accepted in Canada. Fi- 
nancial information presented elsewhere in the annual report is 
consistent with that contained in the financial statements. 


In discharging its responsibility for the integrity and fairness of 
the financial statements, management maintains financial and man- 
agement control systems and practices designed to provide 
reasonable assurance that transactions are authorized, assets are 
safeguarded and proper records are maintained. The system of 
internal control is augmented by internal audit which conducts 
periodic reviews of different aspects of the Corporation’s opera- 
tions. 


The Board of Directors is responsible for ensuring management 
fulfils its responsibilities for financial reporting and internal control 
and exercises this responsibility through the Audit Committee of the 
Board, which includes a majority of Directors who are not employ- 
ees of the Corporation. The Audit Committee meets with 
management, the internal auditors and the Auditor General of 
Canada on a regular basis, and the auditors have full and free access 
to the Audit Committee. 


The independent auditor, the Auditor General of Canada, is re- 
sponsible for auditing the transactions and financial statements of 
the Corporation and for issuing his report thereon. 


Donald W. Black 
Chair and Acting Chief Executive Officer 


Marie-Josée Bourassa 
Vice-President and Controller 


Regina, Canada 


AUDITOR’S REPORT 
TO THE MINISTER OF AGRICULTURE AND AGRI-FOOD 


I have audited the balance sheet of Farm Credit Corporation as at 
March 31, 1997, and the statements of operations and deficit and 
changes in cash position for the year then ended. These financial 
statements are the responsibility of the Corporation’s management. 
My responsibility is to express an audit opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
March 31, 1997, and the results of its operations and the changes in 
its cash position for the year then ended in accordance with gener- 
ally accepted accounting principles. As required by the Financial 
Administration Act, | report that, in my opinion, these principles 
have been applied on a basis consistent with that of the preceding 
year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Farm Credit 
Corporation Act and the by-laws of the Corporation. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
May 16, 1997 
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ASSETS 





Cash and temporary investments (Note 4)..... 
Accounts receivable 

and @theraccied:assets a sete tanti eee 
Long-term investments (Note 5)............. 
Net loans receivable (Notes 6 and 7)......... 
Real estate acquired in settlement of 

HORNS (INO tenS) wesc tect ais sine. cis iseexere 
Equipment and leasehold improvements ...... 





1997 1996 
241,014 198,946 
28,928 29,590 
T9227, 61,916 
4,521,604 3,922,554 
139,629 153,468 
12,065 5,895 
5,022,467 4,372,369 


The accompanying notes are an integral part of the financial statements. 


Approved: 


DONALD W. BLACK 
Chair and Acting Chief Executive Officer 


WARREN ELLIS 
Chair, Audit Committee 


LIABILITIES 


NISA investments held (Note 9) ............ 
Accounts payable and accrued liabilities ..... 
Short-term notes! (Note 10)2. 2542-026 6.56 
Other liabilities and 

defereditees: (Notesl)) are nanan eer 
oans;payableNoter|:2) eer een yee 


EQUITY 


Contributedicapitall((Note linea ee 
IDETICIE cmyncneet te ne eter cw Agere ie eee aE 

















1997 1995 
IEE? 
27373 25,198 
747,667 456,369 
18,273 22,042 
Shee ye t/ 3,448,929 
4,564,742 8,952,538 
1,118,333 1,118,333 
(660,608) (698,502) 
457,725 419,831 
5,022,467 4,372,369 
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(in thousands of dollars) 






































1997 1996 

Interest income 

Woans TecelVable’ eases cece co eclerss ine. clle = 406,351 357,440 

Investmentincome sneer eerste tareer 13,420 22,044 

419,771 379,484 

Interest’ EXPENSE oo). serie sista tues ee eres ieee ters 278,053 274,299 
Netinterest Income me a= tmiecre diets che ie tela erenesens 141,718 105,185 
Charge for loan impairment (Note 7)........--. 23.986 12,146 
Net interest income after charge 

for loan Impairment are cme «eh eto MieiS2 93,039 
Lease and real estate income 

Lease and other revenue .............--00-- 20,299 28,033 

Operating expenses ........---.-+ sees renee 2,960 3,524 

InterestiexPCNSCk « vcjaeise eerie sere teed esyey ae 10,264 13,219 
Net lease and real estate income............... 7,075 11,290 
Othersincome sn eee acta acter ecer aera eereteeie 6,519 4,858 
Income before non-interest 

EXPENSES ete site Mellie sieeve alee hares enters aerers 131,326 109,187 
Administrative expenses..........-++---++0e- 84,104 67,271 
Income taxes (Note 14).........-----+-.004-- 6,628 1,546 
Net income for the year... ........5++500.-5-- 40,594 40,370 
Deficit at beginning of the year............... (698,502) (734,872) 
Bvidendsi(NGteal ievryeteraeter ccksseste kerr -teeeeare (2,700) (4,000) 
Deficit at end of the year............+-s+-+-+- (660,608) (698,502) 





The accompanying notes are an integral part of the financial statements. 


STATEMENT OF CHANGES IN CASH POSITION 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 
































1997 1996 
Operating activities 
Net income for the year: 7-2.) > 2.06.07. 40,594 40,370 
Items not involving cash 
Charge for loan impairment............-- 23,986 12,146 
Change in accrued interest receivable...... 6,243 (26,559) 
Change in accrued interest payable........ (1,058) 69 
OLY ate a aeintoadian Oe areee.c colonnnadir 22,043 (12,455) 
Cash provided by operating 
ACTIVIELES HR. clan Memmectontcc ace clas siiedaleretemenstorats 7 91,808 We ay/| 
Investing activities 
Long-term investments............--+.++++ (18,042) 40,968 
Loans receivable disbursed ..............-. (1,342,900) (1,332,700) 
Loans receivable repaid ....2.....5-.+.----+« 704,275 850,306 
Proceeds from disposal of real estate ........ 13,839 55,300 
Othersncei fae teacan se inks eke eceacte cranes (9,051) (6,999) 
Cash used in investing 
ACTIVITIES Hoa ete oe rota erie sisrey ete (651,879) (393,125) 
Financing activities 
loans trom Canadas. +). cmeiscaater en cieieieierate 220,000 
Loans repaid to Canada .............------ (134,014) (356,089) 
Loans from capital markets ...............- 808,139 707,546 
Loans repaid to capital 
markets: semertre a eerie ae cetera aed (378,136) (204,459) 
Change in short-term notes ............++-- 291,298 (47,366) 
Change in NISA investments held........-.. ieoo2 
yates! Goosgponucovoonowdosnucont (2,700) (4,000) 
Cash provided by 
financing actiVities' 2... secon «=< seni 602,139 315,632 
Increase (decrease) in cash and 
temporary investments .......-.....--++5-- 42,068 (63,922) 
Cash and temporary investments, 
beginning of the year .........-.--..--+++- 198,946 262,868 
Cash and temporary investments, 
end ofthesyeate ever aerate eee ter re) 2 241,014 198,946 





The accompanying notes are an integral part of the financial statements. 
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NOTES TO FINANCIAL STATEMENTS 
1. The Corporation Temporary investments are acquired primarily for the pur- 


(a) Authority and objectives poses of liquidity and are intended to be held for less than 


Farm Credit Corporation (the "Corporation") was estab- 
lished in 1959 by the Farm Credit Act as the successor to 
the Canadian Farm Loan Board and is an agent Crown 
corporation named in Part I of Schedule III to the Financial 
Administration Act. 


On April 2, 1993, the Farm Credit Corporation Act was 
proclaimed into law and replaced the Farm Credit Act and 
the Farm Syndicates Credit Act, both of which were re- 
pealed. The Act continues the Farm Credit Corporation 
with its Corporate Office in Regina, Saskatchewan, under 
an expanded mandate that includes broader lending and 
administrative powers. 


The Corporation’s role is to deliver specific programs of 
the Government of Canada on a cost-recovery basis and 
enhance rural Canada by providing specialized and person- 
alized financial services to farming operations, including 
family farms, and those businesses in rural Canada that are 
related to farming. 


(b) Contributed capital 


Contributed capital of the Corporation constitutes capital 
payments received from the Government of Canada. As at 
March 31, 1997, the statutory limit is $1,125 million 
(1996—$1,125 million). 


The federal budget of February 18, 1997, announced a 
$50 million capital injection to the Corporation. These 
funds, when received, will be credited directly to contrib- 
uted capital. The capital injection will strengthen the 
Corporation’s capital structure. 


(c) Dividends 


On May 29, 1996, the Corporation’s Board of Directors 
declared a dividend in the amount of $2.7 million (1996- 
$4.0 million) which was paid on September 30, 1996 to the 
Corporation’s sole shareholder - the Government of 
Canada. 


(d) Limits on borrowing 


The Farm Credit Corporation Act restricts the total of 
direct and contingent liabilities to 12 times the equity of 
the Corporation. This limit can be increased to 15 times the 
equity with the prior approval of the Governor in Council. 


At March 31, 1997, the Corporation’s total liabilities were 
10.0 times the equity of $457.7 million (1996—9.4 times 
the equity of $419.8 million). 


2. Significant accounting policies 


(a) Investments 


Investments comprise the balance sheet categories of tem- 
porary investments and long-term investments. Interest 
income, gains and losses on disposal, amortization of pre- 
miums and discounts and write-downs to market value are 
reported in investment income. 


one year. Temporary investments are carried at cost. How- 
ever, where the market value has declined significantly, 
temporary investments are written down to market value. 


Long-term investments are acquired primarily for the pur- 
poses of asset/liability management and are intended to be 
held to maturity. Long-term investments are carried at cost 
adjusted for the amortization of premiums or discounts 
over the term to maturity. 


Included in the long-term investment portfolio are invest- 
ments purchased to hedge against changes in future 
borrowing rates. Gains and losses on the disposal of these 
investments are amortized on a straight-line basis and ap- 
plied to interest expense over the life of the related funding 
requirements. 


(b) Net loans receivable 


Net loans receivable are stated net of unearned income and 
allowance for loan impairment. Loans are classified as 
impaired when: 


(i) principal or interest is 90 days past due, unless the loan 
is well secured and in the process of collection, or 


(ii) circumstances indicate doubt as to the ultimate collec- 
tion of principal or interest. 


Interest income is recorded on the accrual basis until such 
time as management determines that a loan be specifically 
classified as impaired. When a loan is specifically classi- 
fied as impaired, the carrying amount is reduced to its 
estimated realizable amount. All payments on the loan are 
credited against the recorded investment in the loan. 
Changes in the estimated realizable amount arising sub- 
sequent to initial impairment are reflected as a charge or 
credit for loan impairment. The loan reverts to accrual 
status when all charges for loan impairment are reversed 
and, in management’s opinion, the ultimate collection of 
principal and interest is reasonably assured. 


Loan fees received as compensation for the alteration of 
lending agreements are considered an integral part of the 
yield earned on the loans. Such loan fees are amortized to 
interest income over the average remaining term of the 
loans. Other loan fees are recorded as other income on the 
same basis as the related costs. 


(c) Allowance for loan impairment 


The allowance for loan impairment represents manage- 
ment’s best estimate of probable credit losses on the loans 
receivable in light of current conditions. It has a specific 
and a general component. 


Based on a loan-by-loan review, the specific component is 
established to value impaired loans at the lower of their 
recorded investment or the estimated realizable amount of 
their underlying security. Estimated realizable amounts are 
determined as the fair value of the underlying security of 
the loans, taking into account the estimated time and costs 
required to realize the security. 
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The general component, which is prudential in nature, is 
established in respect of loans for which impairment has 
not been specifically identified. In establishing the general 
component of the allowance, management models historic 
portfolio migration trends and loss percentages and applies 
them to loans receivable balances categorized into risk 
pools. As a single industry lender, the Corporation is par- 
ticularly subject to adverse economic trends and other risks 
and uncertainties affecting certain agricultural regions and 
sectors. Accordingly, management also considers the im- 
pact of specific factors, such as land value trends, federal 
and provincial government programs, international trade 
negotiations, future commodity prices and climatic condi- 
tions, in establishing the general component of the 
allowance. However, future agricultural and economic con- 
ditions are not predictable with certainty and, therefore, 
actual loan losses may vary from management’s estimate. 


The allowance is increased by charges for loan impairment 
and reduced by write-downs on real estate acquisitions and 
loan write-offs net of recoveries. 


(d) Real estate acquired in settlement of loans 


Real estate, whether held for the production of income 
through leasing or held for sale, is initially recorded at the 
lower of the recorded investment in the foreclosed loan and 
the fair value of the underlying security at the time of 
acquisition. The fair value of the security is the amount 
which could be realized in an arm’s-length disposition 
considering the estimated time required to realize the secu- 
rity, the estimated costs of realization and any amounts 
legally required to be paid to the borrower. 


Subsequent to acquisition, real estate leased for the produc- 
tion of income is carried at the fair value recorded on 
acquisition and is not written down for declines in the 
estimated fair value unless they are significant and perma- 
nent. 


The carrying value of real estate held for sale is adjusted 
to reflect significant changes in the estimated fair value 
subsequent to acquisition. 


Lease and other revenues from real estate are recorded 
when earned. Gains and losses arising from the disposal of 
real estate are included as a component of lease and other 
revenues. 


(e) Farm Debt Review process 


Amounts received from the Government of Canada on be- 
half of farmers for concessions granted by the Corporation 
under the Farm Debt Review process are applied as if they 
had been received directly from the farmers. 


(f) Equipment and leasehold improvements 


Equipment and leasehold improvements are recorded at 
cost less accumulated amortization. Amortization is pro- 
vided over the estimated useful lives of the equipment and 
leasehold improvements using the following methods and 
terms: 


Methods Terms 

Office equipment Declining 

and furniture balance 20%/annum 
Computer equipment Straight- 

and software line 3 years 
Auto- Straight- 

mobiles line 4 years 
Leasehold Straight- Lease term plus the 

improvements line first renewal option. 


(g) Translation of foreign currencies 


Loans receivable/payable and interest receivable/payable 
in foreign currencies are converted into Canadian dollars 
at rates prevailing on the balance sheet date. Interest in- 
come and expense denominated in foreign currencies are 
translated into Canadian dollars at the average month-end 
exchange rates prevailing throughout the year. Exchange 
gains or losses arising from the translation of foreign de- 
nominated debt and interest expense are reported net of the 
exchange gains and losses on the related currency exchange 
agreements and are included as a component of interest 
expense. 


(h) Loans payable 


(i) 


Interest settlement amounts for loans with equity-linked 
interest are estimated using the related index level as at the 
balance sheet date and included in accrued interest. 
Changes in the estimated settlement amounts during the 
year are included as a component of interest expense. 


The difference between the ultimate amounts payable (at 
the initial exchange rates if the loans payable are denomi- 
nated in a foreign currency) and the cash proceeds of debt 
issues are amortized on a straight-line basis and applied to 
interest expense over the lives of the obligations. 


Derivative financial instruments 


In order to manage its exposure to currency and interest 
rate risks, the Corporation uses various types of derivative 
financial instruments such as currency and interest rate 
swaps, forward rate agreements and interest rate options. 
These instruments include contracts designated and effec- 
tive as hedges as well as asset/liability contracts which 
alter the Corporation’s overall interest rate profile. The 
Corporation does not use derivative instruments for specu- 
lative purposes. 


Currency exchange agreements 


Amounts receivable or payable under currency exchange 
agreements are disclosed separately from the related for- 
eign currency denominated loans receivable or debt and are 
translated into Canadian dollars at rates prevailing on the 
balance sheet date. The translated amounts are disclosed 
net of any amounts payable or receivable in Canadian 
dollars under these contracts. The net balance is reported 
as a component of accounts receivable and other accrued 
assets or other liabilities and deferred fees. 
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Currency exchange gains and losses arising from currency 4. Cash and temporary investments 


exchange agreements are included in current income as a 
component of interest expense. The cost of these agree- 
ments is amortized on a straight-line basis over the life of 
the contract and the amortization is reflected in interest 
income or expense. The unamortized balance is included as 
a component of accounts receivable and other accrued as- 
sets or accounts payable and accrued liabilities. 


Interest rate agreements 


Periodic payments arising under swap and forward con- 
tracts are accounted for on an accrual basis with net 
accrued interest receivable or payable recorded as a com- 
ponent of either accounts receivable and other accrued 
assets or accounts payable accrued liabilities. The cost of 
the contracts is amortized on a straight-line basis over the 
lives of the underlying instruments and reported as an 
adjustment to interest income or expense. Realized gains 
or losses from interest rate options are deferred and recog- 
nized in income over the lives of the hedged positions as 
an adjustment to income or expense of the hedged items. 


(j) Pension plan 


Employees participate in the Public Service Superan- 
nuation Plan administered by the Government of Canada. 
The Corporation matches employees’ contributions for cur- 
rent or prior service. These contributions are expensed 
during the year in which the services are rendered and 
represent the total pension obligations of the Corporation. 


(k) Employee termination benefits 


On termination of employment, employees are entitled to 
benefits provided for under their terms of employment. The 
liability for these benefits is recorded as the benefits accrue 
to the employees or settlements are reasonably determin- 
able. 


(1) Income taxes 


The Corporation follows the tax allocation method of pro- 
viding for income taxes. The cumulative differences 
between tax calculated on such a basis and taxes currently 
payable are essentially timing differences and result in 
deferred income taxes. The Corporation has deferred in- 
come tax benefits which have not been recorded and will 
only be recognized when realized. 


. Change in accounting standard 


The Corporation has adopted the new Canadian Institute of 
Chartered Accountants Handbook Section 3860: "Financial 
Instruments-Disclosure and Presentation" which includes a 
requirement that financial assets and liabilities be presented 
on a gross rather than a net basis unless an entity: 


(a) has a legally enforceable right to offset the amounts; and 
(b) intends to settle on a net basis. 


Loans payable in foreign currencies were previously re- 
ported net of any currency conversion agreements. Effective 
in 1997 the Corporation reports these items on a gross basis. 
Prior period comparative figures have been restated to show 
these items on a gross basis increasing both assets and liabili- 
ties by $0.95 million. The implementation of this new standard 
has not changed the Corporation’s measurement of net income. 

















Effective 
interest 
rate 1997 1996 
% (in thousands of dollars) 
@ashi(overdralit)ien asa ek 15,563 (6,250) 
Temporary investments ....... Seles .32 223,831 203,814 
Accrued interests a2. ec eee 1,620 1,382 
241,014 198,946 
Temporary investments consist 
of instruments with 
maturities of less than 
one year, issued by: 
The Government of Canada 
and its agencies and 
(CON MTENS a on pinnnlnomon 145,139 106,181 
Otherness 78,692 97,633 
223,831 203,814 








Other investments consist of short-term instruments issued 
by the governments of the provinces of Canada, or short-term 
instruments issued by institutions with credit ratings of R1-L 
or higher. As at March 31, 1997, the largest total investment, 
in any one institution was $25.0 million (1996—$24.8 million) 
and the Corporation held investments in four separate institu- 
tions and provinces (1996—-six institutions and provinces). 


5. Long-term investments 











Stated 
interest 
rate 1997 1996 
% (in thousands of dollars) 
Amounts 
due within 
Usyeaten, weapanin Aaa ole 7.50-10.75 41,500 
ESEVGATS steage ces aceasta or 6.50 15,000 56,500 
Ovenonycalsmenenre eer 7.50-9.00 18,500 3,500 
75,000 60,000 
Unamortized premium 
ANCUGISC OLN Lanna ae ne eae Te 3,150 1,278 
Accmuedainterest sm me eee 1,077 638 
79,227 61,916 








Long-term investments consist entirely of Government of 
Canada bonds. 
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6. Net loans receivable 





Stated 
interest 
rate 1997 1996 
% (in thousands of dollars) 
Principal amounts due 
secured by 
—Mortgages .............. 4.25-15.25 4,026,951 3,680,722 
—Chat- 
tels. cee Seo ce eens te §.25-14.75 408,451 160,092 
SN OtES. aK. acteeese ow gears 4.75-14.63 156,250 130,454 





4,591,652 3,971,268 
Accrued interest and fees, 


net of payments 
heldinae tere foe. ariceeterrrac 70,090 61,597 


4,661,742 4,032,865 





Recorded investment in 
impaired loans 


secured by 
=== NAOT SAGES) cciesetoivisiein as ete 18,851 31,726 
—Chat- 

[Cee oo nec na omasa ae or 3,840 1,134 
——N OES Fae rete susceue anes 2,571 $29 





25,262 33,389 


Less: allowance for loan 


impairment (Note 7) ........ (165,400) . (143,700) 


4,521,604 3,922,554 











Principal amounts (excluding 
impaired loans) due within 


Lived crete critic te ae aries 1,515,245 1,119,897 
[=Siyearshees. etewacacds. 5 oel- eet oer DST1RS25) 2,227,881 
Overisayearsaans osclsmsmine cet sreelete sts 505,082 623,490 





4,591,652 3,971,268 








Management estimates that annually, over the next three 
years, between one and five per cent (1996—one and five per 
cent) of the current principal balance will be prepaid before 
the contractual due date. 


As at March 31, 1997, $2.3 million (1996—$0.0 million) of 
loans receivable were denominated in a foreign currency 
(USD). These loans are fully swapped into Canadian dollars. 


As at March 31, 1997, loans to farmers and agribusinesses 
approved but not disbursed amounted to $173 million (1996— 
$177 million). These loans were approved at an average 
interest rate of 7.41% and do not form part of the net loans 
receivable balance until disbursed. It is expected that the ma- 
jority of these loans will be disbursed by June 30, 1997. 


7. Allowance for loan impairment 


1997 1996 





(in thousands of dollars) 





Balance at beginning of the year.......... 143,700 136,157 
Write-offs, net of 

TECOVETIESIOW cra Bd Larotes Sawin Cee cee (2,286) (4,603) 
Charge for loan impairment.............. 23,986 12,146 
Balancejat end ofthe year mec. ieutaneei ire 165,400 143,700 
Specific allowances n,m tlie eee 7,800 8,000 
General allowance. nic, Sains seers ecto 157,600 135,700 
Balance/at end of the year 7. < = «2.1... 165,400 143,700 





As at March 31, 1997, the total recorded investment in loans 
receivable against which a specific allowance has been identi- 
fied was $25.3 million (1996—$33.4 million). The general 
allowance was established against the remaining $4,661.7 mil- 
lion (1996—$4,032.9 million) investment in loans receivable. 


. Real estate acquired in settlement of loans 


1997 1996 


(in thousands of dollars) 








Balance at beginning of the year.......... 153,468 196,651 
ACQUISITIONS Bo sj corn sudiaiens,s-abmondopeus ays 3,913 7,958 
Disposalscxpisaets... Saanich ees (7752) (42,023) 
WGA reductioner 72cm eee eels cis (9,118) 
Balance at end.of thesyeatennee eee re 139,629 153,468 








Real estate under long-term lease maturing: 





within () yeati. cei serteretacnacyateede oto 195 1,360 
POM ih -2iV CATS 2 cers wa eds ace tse 297 61 
AON 2=3) VEATS eects aie cece Ite easel 85,110 344 
from 3-4: yearns scans sane cle serio ree 48,327 98,039 
TONVASS WEALSt ites oe ee oe eas nse 1521 52,642 
inid years and beyONd..a. --1. esis cites tere 254 1,204 
135,704 153,650 
Real estate held 
forsale w.wwetss tapas eee ee 3,925 8,936 
WGTA TeduCtOtiis tee ode ae eee eaters (9,118) 
139,629 153,468 








Real estate represents farm property acquired in the process 
of administering loans receivable. 


Real estate under long-term lease may be subject to renewal 
at the expiry of the original lease term. Leases reprice annu- 
ally. 


Payments received from the elimination of the Western 
Grain Transportation Act (WGTA) subsidy and retained by the 
Corporation were recorded in 1996 as a reduction of the car- 
rying value of the associated property (Note 16). 
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Future expected lease receipts, using current lease rates, 
receivable within: 











(in 
thousands 
of dollars) 

SPIISICLIns pont OO MOO OOM UNOS Soy oC Oe ICOrs OC anon ra 13,099 
meV CAL So eeaterene chic ere ets ios seo Grat exp Sueseretniatane orsleleyernatershansssnarecs 24,897 
37,996 
9. NISA investments held 
Stated 
interest 
rate 1997 1996 
% (in thousands of dollars) 
Net Income Stabilization 
Account investments 
Wartablemate eric rereste 4.00 15,009 
SLETIAPALC aa cre ea tee cc. cuscela tees 2.75-6.00 2,369 
17,378 
INCCIMECUINtChESt tere mera eee 174 
ifpd52 








Subject to the terms and conditions of the "Federal/Provin- 
cial Agreement Establishing the Net Income Stabilization 
Account (NISA) Program", the Corporation may be required 
to refund at any time amounts eligible for withdrawal under 
the terms of the NISA program. 


10. Short-term notes 





Effective 
interest 
rate 1997 1996 
% (in thousands of dollars) 
Short-term notes payable 
WAI ONENISEIE ooaugonheoaes 2.80-4.19 742,384 AS ai 
Acemedunterestanjemese rate cise 5,283 4,632 


747,667 456,369 








11. Other liabilities and deferred fees 


1997 1996 





(in thousands of dollars) 


Other liabilities and 
deferred fees consist of: 


Agri-Land investment fund............. Baio 4,754 
Downpayments on real estate sales ...... 626 2,802 
Provision for employee 

termination benefitSs.cm-. asec rer 5,500 4,905 
Net currency swap payable............. 624 4,693 
WeferiedOaniees ama ricer ct moet 7,792 4,888 





18,273 22,042 
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The Corporation may, through its equity-building lease pro- 
gram, lease real estate acquired in settlement of loans back to 
the former owner ("the lessee"). In addition to lease payments, 
the lessee accumulates funds over the term of the lease by 
making additional payments to the Agri-Land investment fund 
of the Corporation. Funds held in the Agri-Land investment 
fund earn interest at 3.25% (1996—5.25%). At the discretion 
of the lessee, these additional payments may then be applied 
against the purchase of real estate from the Corporation. 


12. Loans payable 








Stated 
interest 
rate 1997 1996 
% (in thousands of dollars) 
Loans from Canada, secured by 
NOLESSM ee cre ew aeee 6.29-10.21 1,981,011 2,115,025 
Loans from capital markets, 
secured by 
notes 
payable in: 
Canadian dollars......... 3.00-9.00 1,458,639 896,273 
US dollars 
(S75,000;000) eran etre 5) LOS 773 BiB soli 
New Zealand dollars 
($100 000 000)........ 8.00 95,781 
Payable in 
Canadian dollars, 
with interest 
payments linked to: 
the Hong Kong 
Exchange index ....... 12,000 
the Euro Top 
NOON. conapopeeo or 37,000 
3,688,204 3,384,815 
ACeMed IntereStun = mpeeaia elt 65,673 64,114 


3,753,877 3,448,929 








Loans with equity-linked interest payments do not provide 
periodic interest payments but, upon settlement, provide the 
purchaser with a single payment based on changes in the 
underlying equity index. The Corporation has entered into 
swap agreements which offset all equity-based interest pay- 
ments in exchange for periodic payments calculated at an 
agreed interest rate. 
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Loan payments denominated in foreign currencies have been 
fully swapped into Canadian dollars. 


Amounts due : 


1997 1996 


(in thousands of dollars) 


withinilievear.c wanda eee ee ete ee 764,471 507,709 
fLOMIE2 Vearsin-cwncstcna tee sc eteeea ae 984,758 680,964 
PON 2=3: VEATSi aus ores «Drevin ro ears 515,614 WS. 230h 
from 3-4 years) =< tessa ce Oe 521,485 325,802 
from 425° yearsa. one ce eer cee: 271,837 435,130 
In fiver years;and DeyOuG. see ae le 630,039 719,973 

3,688,204 3,384,815 
Accrued interest... «cic seins ences Cee 65,673 64,114 





3,753,877 3,448,929 








Included in loans payable are $194 million (1995—$20 mil- 
lion) of loans extendable beyond the above due dates at the 
Corporation’s options. 


The Corporation’s borrowings (short-term notes and loans 
payable) are undertaken with the approval of the Minister of 
Finance. The borrowings are direct obligations of the Corpo- 
ration and thus constitute borrowings undertaken on behalf of 
Her Majesty in Right of Canada and carry the full faith and 
credit of the Government of Canada. 


. Derivative financial instruments 


The Corporation uses derivative financial instruments with 
off-balance sheet risk to manage exposures to interest rate and 
foreign exchange fluctuations, for investment management 
purposes, and to reduce funding costs. Currency and interest 
rate swaps are used to offset foreign currency risk on foreign 
dollar borrowings and manage interest rate risk. Interest rate 
options are purchased to hedge options embedded in the Cor- 
poration’s loan products as well as to reduce risk arising from 
loan rate guarantees. 


Credit risk is the risk of financial loss occurring as a result 
of a default by a counterparty on its obligation to the Corpo- 
ration. Replacement cost represents the mark to market value 
of outstanding derivative contracts. A positive replacement 
cost indicates the Corporation’s exposure to derivative credit 
risk. The Corporation manages its exposure to credit risk by 
dealing only with financial institutions having very high credit 
ratings. Additionally, ISDA documents have downgrade and 
collateral provisions to reduce counterparty credit risk and, as 
a result, the Corporation does not anticipate any significant 
nonperformance by counterparties. The largest notional 
amount contracted with any institution as at March 31, 1997, 
was $435.3 million (1996—$263.1 million) and the largest re- 
placement cost of contracts with any institution as at 
March 31, 1997, was $1.6 million (1996—$3.0 million). 
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The remaining terms to maturity of the contractual (no- 
tional) Canadian dollar principal amounts of financial 
instruments outstanding as at March 31, 1997, were as fol- 
lows: 
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1997—Remaining term to maturity eee 1 to 5 years Total eee ae 
(in thousands of dollars) 
Currency swaps 
Receive Pay 
CDN fixed WSDitixedihe ewer aan cee teers 5,000 5,000 (69) 
CDN fixed WSD stloateecreseremesstincratnaree cite 2,250 2,250 (69) 
USD fixed (DIN fixeditaa. peace. oe pecan 103,050 103,050 (3,603) 
NZD fixed ED Nitixedee ne rten eee omtvacente 95,000 95,000 2,139 
Interest swaps 
Receive Pay 
Floating Fixed teehee sede tae cioacarm oresseniae 70,000 70,000 (2,019) 
Fixed IIOP AUN SA nce craig htecaso otteom cate ats ¢ 55,000 475,000 530,000 2,367 
Equity-indexed Bl Oatin ges suewceincee eesti n rere enc a 49,000 49,000 (2,415) 
Purchased options 
IVETE RIE Open so con mene omunis oc ade amogampnabso Hoe otnD ede ponBOCamcet: 470,000 10,000 480,000 1,588 
Sold options 
DRIES TEN ODIMOCL oc coatenoncU hong edeu cen como dob bon nomanocmaddesnonen ed 69,000 69,000 (1,814) 
‘TROiieaLE eae fee ie ieee cetacean FO, Aca Sere nem Cin Oo eRe aT 525,000 878,300 1,403,300 (3,895) 
1996—Remaining term to maturity 
Currency swaps 
Receive Pay 
USD fixed (CDN fixed ademas erate a-cigari mene 137,310 103,050 240,360 (5,349) 
USD float ODNi fixed Rpeeiect eter arsae sien 138,000 138,000 (6,908) 
USD fixed (WS Ditloater mun acm ri cers 4 aiessnecncce 135,900 135,900 2,291 
Interest swaps 
Receive Pay 
Floating FIX Odin cern aero ca lucerne arti omuseercas eats 25,000 25,000 (974) 
Fixed Feo atin oa, cpeete a cistern evens, seenenes aie 135,000 135,000 347 
Purchased options 
[GRAS CHING 4 os aganocdononsoseneoubobdoubuounsdaonDapaeoGunoe cnon ane 360,000 20,000 380,000 953 
Sy ee aa sae ae EP Sa Bea fe crs rsourcouns Virus ne sds Gana te enone oueas nun ann eet sc=nsze 771,210 283,050 1,054,260 (9,640) 


Included in derivative financial instruments are $179 mil- 
lion of interest rate swap and purchased option contracts 
extendable beyond the above due dates at the Corporation’s 
option. 


14. Income taxes 


(a) Timing differences of approximately $166 million are 
available to the Corporation as at March 31, 1997. These 
have not been recognized in the accounts since they will 
not be used in the foreseeable future. They result primarily 
from differences between the charge for loan impairment 
charged to operations and the amount claimed for income 
tax purposes. 
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In addition, the loss carry-forward for income tax purposes, 
which has not been recognized in the financial statements, 
amounts to $392 million and expires on the dates indicated: 


(in 
thousands 
of dollars) 

March S499 9s ae ere icttct roth netemrenetecereerc cre ierer fects 179,000 
PAV Panter aetna on ne Sone ence rane 143,000 

OXY Ue Meteo oh Ana hin Bei ISA Glo ens Sate ae 70,000 

392,000 


(b) Income taxes payable by the Corporation represent capital 
taxes under Part VI and I.3 of the Income Tax Act. Part VI 
tax - a tax on the capital of financial institutions - is 
applicable to financial institutions with capital in excess of 
$200 million and can be reduced by Part I tax or surtaxes 
payable. Part I.3 tax is applicable to corporations with 
taxable capital in excess of $10 million and may be reduced 
by current or future Part I surtaxes payable. 


. Operating leases 


Future minimum payments by fiscal year on operating leases 
for premises, with initial non-cancellable lease terms in excess 
of one year, are due as follows: 


(in 
thousands 
of dollars) 

WAliMOMNette oy ndonoongoddons ve puonoonoonnOTabeaRoDHS 5,488 
a(S) PARES) peo DEO Gis PGOR EA oob os ona Debcen Sado 4,978 
VINES ALA Chapeiao cde Oe noe mnaanes 6Oat Sea nnonn oo Sine 4,518 
TCE AAG. on coonboenboner oben 6 Hbd couD Co Memoaaone obs 
ROVING SOLVE IES oad JO Isa Ode Beh MON COD Ono Dingda gE bE aa 2,506 
IM HVeryeats and! Dey Onder vs el etesieleretste reset iete tet 3,182 

24,391 


These leases generally provide for payment by the Corpo- 
ration of real estate taxes and operating expenses in excess of 
the amounts established at the commencement of the lease 
term. 


. Government programs 


Net Income Stabilization Accounts 


In March 1996, the Corporation became an eligible financial 
institution, accepting and administering Fund | Net Income 
Stabilization Accounts (NISA). In November 1996, the Minis- 
ter of Agriculture and Agri-Food designated the Corporation 
as the default financial institution for the NISA program. As 
the designated default financial institution, all Fund 1 NISA 
Accounts not administered by one of the 17 eligible financial 
institutions (in addition to the Corporation) as of June 1, 1997, 
will be transferred from the NISA Administration’s Consoli- 
dated Revenue Fund, to the Corporation. The actual transfer of 
funds is scheduled to occur in August 1997. 


Commodity-Based Loans 


Net loans receivable as at March 31, 1997, included 
$100 million (1996—$241 million) of loans under the Com- 
modity-Based Loans (CBL) program. In 1997, the Corporation 
received $21.5 million (1996—$9.9 million) from Agriculture 
and Agri-Food Canada as compensation for the early retire- 
ment of CBL loans and concessions made under the program. 
Concessions relate to preferential interest rates provided to 
borrowers under the program and cease when the related loans 
are retired. The program has not been available for new lend- 
ing since 1989. 


Western Grain Transportation Act 


During the year, the Corporation received a $16.7 million 
transition payment as a result of the elimination of the Western 
Grain Transportation Act (WGTA). The Corporation forwarded 
$3.2 million to clients who purchased land from the Corpo- 
ration after February 27, 1995 and before January 1, 1996. An 
additional $3.1 million was transferred to clients who were 
former owner/tenants and leased land from the Corporation 
during 1995 and 1996. No further payments are expected under 
this program. 


Farm Debt Review Act 


During the year, the Minister of Agriculture and Agri-Food 
was authorized to make contributions to farmers, payable to 
the Corporation. These payments are based on concessions that 
the Corporation has granted to farmers under arrangements 
made pursuant to the Farm Debt Review Act. The Corporation 
is reimbursed at the time farmers realize the benefits of the 
concessions, which may be over a period as long as five years. 
These concessions cease if the farmers fail to meet their com- 
mitments. 


Since the inception of the Farm Debt Review process, the 
Corporation has offered $279 million in concessions and billed 
$278 million to the Government of Canada, of which $2.6 mil- 
lion was billed in the current year. The committed difference 
of $1 million will become due and be received over the next 
two years as farmers meet their commitments and thereby 
realize the benefits of the concessions. 


Government funding for new concessions under the Farm 
Debt Review Act ceased effective March 31, 1994. 


. Guarantees and letters of credit 


The Corporation has issued guarantees and letters of credit 
on behalf of its clients which in total do not exceed $0.5 mil- 
lion as at March 31, 1997, (1996—$0.2 million). In the event 
of a call on the above commitments, the Corporation has 
recourse against the clients. 


. Interest rate risk 


Changes in market interest rates have a direct impact on the 
contractually determined cash flows of floating rate financial 
instruments and on the fair value of fixed-rate financial instru- 
ments. 
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The following table summarizes the carrying value, includ- 
ing accrued interest and unamortized premium and discount, 
of the Corporation’s significant financial instruments by the 
earlier of their contractual repricing dates or their maturity 
dates. Instruments repayable by amortizing payments of prin- 
cipal and interest are shown as maturing on the interest term 
expiry date. 


Floating rate loan receivables are linked to prime and reprice 
with changes in prime; interest term maturity date is used to 
determine the remaining term for floating rate loan receiv- 
ables. 


The calculated yield for loans payable in foreign currencies 
is disclosed net of currency swaps which are used to convert 
borrowings to Canadian dollar obligations. 
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cs , ; Within 1 to 5 Over 5 No fixed Total carrying 
1997—Remaining term to repricing or maturity date 1 year years years term value 
(in thousands of dollars) 
TCT MAINT 5 56.5 oaks ndn0ds HbOoU HU Onno OCU OOF 225,451 225,451 
WAV GTAGENVICI GRE. Ramis cert ne hs Sei bislenvatiens ontsnate Sere ales 3.74% 3.74% 
ONS -LELMINY ESEMEMS meant ieystey tet anol tsfereicr = chaveinei ses eetcra aie are 42,740 14,999 21,488 79,227 
PAV CTAGe VIC Ue eee are Prec anseares faite ipo aoaeeentiaonee 6.76% 6.95% 6.58% 6.76% 
Loans receivable “! 
eixed=nate CDN oar cnr nears olin los aeusoe oles enease oun 1,002,996 2,548,602 1,088,071 4,639,669 
AV Er Ag CVI Ai rcreun secqeunnicrrs satiate mens SiG) eee mEe eat dee Zo 8.56% 9.38% 8.46% 
IEKed—bateull)S De aemnnnrennn sy At tcicearnte rennet feiss otncic oration niche wos DBRS) 2,329 
PAV. CLAS CAVICLG. were a a ceersus oehrsla coud Helene eeave sivicie tosvare tetas 7.38% 7.38% 
fslO ati ni pana teal) Nimewamacterarsentene eto te recor agen saccerte sera Hae lisis 19,744 19,744 
ENGETETEESIEIC|S te senvece ere Nk AM oer At.o spe uOner aan oom niccet 5.38% 5.38% 
NISA investments ” 
TR DreELs Ege R Yes oysn Caaecdiee See YONG ONC CNR SERA ROCA Cal 398 2,005 2,403 
ESSN Ol oo: danaio PaerE DS Eoin OSA ROUTE OR POMS Ise 3.29% 4.73% 4.49% 
Pel atin orale seme er erage et eye sin ev ay sue suwo)s ioc sos tuatenatare saninvsee » 15,149 15,149 
PIEPER TOG wero ane oa ncle Oe ON cen oe DPA On ROOTES 4.00% 4.00% 
GROANS 5 onc. d po oO Ore tO aeee LOE rO RAO OORT Ces 747,667 747,667 
PYSEEOSIONG, cance daddoce ma ap emaneoen Cooma amma gee 3.13% 3.13% 
Loans payable 
CUNieiateeuiaee teens RUST UAen SARIS ae psd okkae ee 781,865 Pals eiie, 632,189 3,549,826 
IRGSETLON IE line eeecnrsic Of OOS EIG aoe eee aren Oren Ona 6.98% 7.28% 8.25% 7.39% 
ROS eae pee rere eee vee meer choca icc nis eer seus techie dass spaorsue aay 104,118 104,118 
ISG S EEE UIC: » oo cnet oars oy OEE Hero ane aioe OOS 5.90% 5.90% 
FIN Zenit per ayers eae iets as alas Re scstape eran. graves 99,933 99,933 
PAVELAG CaVICl Umm minenrrcererarnne sate ieieresstetsectnres Srusts (ose 5.93% 5.93% 
1996—Remaining term to repricing or maturity date 
Heri MOrany AMVeStNAeItS weeereneteral rer snrcier sere ale! ote) treet 205,196 205,196 
FAV CLADE Wield ec yee itte srarcieavin site anatase ne eis ore cea eee 5.91% 5.91% 
Long-term investments ....... Mean ine Tebieciehs Seyshe sone 58,563 3,393 61,916 
PAV CLAG eG WV LC] Cuammner ne ate te sterner ata ser aceeniecce recente teeta 6.81% 8.81% 6.93% 
Loans receivable “? 
Dee CIDIN 6 oe Alene ounlne oumunon cba vom pammaiganace 693,548 1,991,096 1,330,705 4,015,349 
ISGGIENIOG. Gh oondnoo Gan soaukeeaeesneoggaone dec 8.93% 9.03% 9.67% 9.22% 
lignin CIN oo nnocgammodnonnbnedas ouorpoodar 17,516 17,516 
IMEEM, onsgunsgoawesonee sel Obdh poGmBonoons 7.57% 7.57% 
Shont-terimtenolesa arent ke tece nieriee seer ec leno vents 456,369 456,369 
FAV ETAT CHIC] ED mmm r ance yetites eteieis sot enerisine weseseret ns 5.80% 5.80% 
Loans payable 
(CIDISER Halechon b6s Sia Oe UO EO ea rn Oe roonnn ater 194,166 2,113,767 755,407 3,063,340 
INS CCIE Cl sn Ag OO oes ald ONION DOD SOL OCT ae 8.39% 7.48% 8.57% 7.81% 
WISI ae 5 8 enti 5 aah Co rene ec OR OO eencireO Cieane eee 282,956 102,633 385,589 
9.06% 5.92% 8.20% 





Note: “) Loans receivable excludes impaired loans. 


Although certain of these contributions have fixed-interest terms, the Corporation may be required to refund at any time 


amounts eligible for withdrawal under the terms of the NISA program. 
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19. Fair values 


The following table summarizes the estimated fair value of 


the Corporation’s financial instruments. 


ASSETS 
@ashranditemporanyinvicsinentsae sane e neni tEr erie eter ier etre: 
Accounts receivable and other accrued assets. ..................:-- 
Long-terminvestinentsyraarh det ee ac eee ei er On: 
Netloansimeceivabl eect axenic coe ieaeys ieee eee nit aris osisenioneeies 

LIABILITIES 
INISAcinvestmentsiheld'Becy-rescrasee ernie ochre eerie hitters rere 
Accounts; payable:and/acemed|liabilitiesm- nee semester ieee 
SHOFtsterni NOTES Avanex are eau tote os keg Ree ease manta ote 
Loans payables ic. is cc) suiys are-otery clare cas aepeaemaee ae eu cmeatnter orcas fuel at: aus 








1997 


Carrying 
value 


241,014 
28,928 
19,227, 

4,521,604 


ies? 
27,373 
747,667 
Shoei tx lf 


Short-term financial instruments are valued at their balance 


sheet carrying values, which are reasonable estimates of fair 
value due to the relatively short period to maturity of the 
instruments. This valuation methodology applies to cash, ac- 
counts receivable and other accrued assets, and accounts 
payable and accrued liabilities. 


Fair value for long-term investments is determined by refer- 
ence to quoted market prices. 


The estimated fair value of NISA investments held is equal 
to the amount payable upon withdrawal. 


Quoted market values are not available for a significant 
number of the Corporation’s financial instruments. As a result, 
the fair values disclosed for some instruments are estimated 
using present value measurement techniques and may not be 
indicative of the current replacement cost of the instrument(s). 
The following methods of calculation and assumptions are 
used: 


Estimated fair value for temporary investments, short-term 
notes, and loans payable is calculated by discounting con- 
tractual cash flows at interest rates currently prevailing for 
equivalent terms to maturity. 


The estimated fair value for loans receivable is determined 
by discounting expected future cash flows (after adjust- 
ment for amounts which may be collected in advance of the 
contractual due date) at market interest rates for loans with 
similar credit risks. The allowance for loan impairment is 
valued at its balance sheet carrying value. 


Note: The fair value (replacement cost) of derivative finan- 
cial instruments is disclosed in Note 13. 


20. Comparative figures 


Certain 1996 comparative figures have been reclassified to 
conform with the presentation adopted in 1997. 








Estimated 
fair value 


240,972 
28,928 
79,202 

4,600,266 


L7e552 
27,373 
746,669 
3,920,478 


1996 





Carrying 
value 





(in thousands of dollars) 


198,946 
29,590 
61,916 

3,922,554 


25,198 
456,369 
3,448,929 





Estimated 
fair value 


199,168 
29,590 
62,278 

3,963,329 


25,198 
456,939 
3,523,701 


FRESHWATER FISH MARKETING CORPORATION 


MANAGEMENT?’S REPORT 


MANAGEMENT’S RESPONSIBILITY FOR 
FINANCIAL STATEMENTS 


The accompanying financial statements of Freshwater Fish Mar- 
keting Corporation and all information in this annual report are the 
responsibility of the Corporation’s management and have been re- 
viewed and approved by the Board of Directors. The financial 
statements have been prepared in accordance with generally ac- 
cepted accounting principles, using management’s best estimates 
and judgements, where appropriate. Financial information pre- 
sented elsewhere in the annual report is consistent with that 
contained in the financial statements. 


In discharging its responsibility for the integrity and fairness of 
the financial statements, management maintains and relies on finan- 
cial and management control systems and practices which are 
designed to provide reasonable assurance that transactions are au- 
thorized, assets are safeguarded, and proper records are maintained. 
These controls and practices are designed to ensure the orderly 
conduct of business, the accuracy of accounting records, the timely 
preparation of reliable financial information and the adherence to 
the Corporation’s policies and statutory requirements. 


The Board of Directors is responsible for ensuring that manage- 
ment fulfils its responsibilities for financial reporting and internal 
control. The Board meets regularly with management and the audi- 
tors, who have full and free access to the Board. 


The Corporation’s external auditor, the Auditor General of 
Canada, is responsible for auditing the transactions and financial 
statements of the Corporation and for issuing his report thereon. 


Tom Dunn 
President 


Gabriella Bradics 
Controller 


Winnipeg, Canada 
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AUDITOR’S REPORT 


TO THE MINISTER OF FISHERIES AND OCEANS 


I have audited the balance sheet of the Freshwater Fish Marketing 
Corporation as at April 30, 1997 and the statements of operations 
and retained earnings and changes in financial position for the year 
then ended. These financial statements are the responsibility of the 
Corporation’s management. My responsibility is to express an opin- 
ion on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
April 30, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Freshwater 
Fish Marketing Act and the by-Laws of the Corporation. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
July 25, 1997 
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BALANCE SHEET AS AT APRIL 30, 1997 
(in thousands of dollars) 


























ASSETS 1997 1996 
Current 
Accounts receivable (Notes 3 and 5)......... 4,951 5,020 
Inventories (Note4)). sees naaaceie ei eireecie 8,115 7,807 
Prepaidiexpenses maacienteleivenienteriinyietey 2 81 82 
13,147 12,909 
Loanreceivable\ (Note) ieee > cients cies 21 136 
Capital -assetsi(NatesG) Reve sarststuls <leuenstenereterts 6,970 T5339 
20,138 20,584 





The accompanying notes are an integral part of the financial statements. 


Approved by the Board: 


SAM MURDOCH 
Director 


WILLIAM MONKMAN 
Director 


LIABILITIES 


Current 





Bank indebtedness (Note 7)...............- 
Accounts payable and 

accrued liabilities\(Note 8). ..2.....-.---- 
Woansspayablei(Note 9) mere ret tema seyret 


RETAINED EARNINGS 


Retained earnings 














1997 1996 
57 1,381 
2,724 5,377 
13,204 9,673 
15,985 16,431 
4,153 4,153 
20,138 20,584 


FRESHWATER FISH MARKETING CORPORATION—Continued 


STATEMENT OF OPERATIONS AND RETAINED EARNINGS 


FOR THE YEAR ENDED APRIL 30, 1997 


(in thousands of dollars) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED APRIL 30, 1997 


(in thousands of dollars) 
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Operations 
Sales (Note 10) 





Cost of sales 


Opening inventory of finished fish 
MUO CUCL Se re. comer ccnays ori aus trent, euaye fete 


Add: fish purchases and processing 


expenses 
Initial payments 

oy TINS HONG) wae Gogh coauaoone te 
Salaries, wages and 

GRO LIES ence iad a Mees srapesieane arowcuiere cocel recs exe 
Packing allowances 

and agency 

GQpPeratlnsCOStSnqer cers oeieaiaeras 6 
Packagins-aud'stOtage aac ae aenlais see: 
Amortization of production 

BEMIS sooo oun nocatr aon Gna oD onion 
Utilities and property taxes............. 
Repairs and maintenance myn: sess 
Fishers’ E.I. 


Less: Ending inventory of finished 


fish: products maneeay ate ceca ao a aoe 


Gross iprotit on Operatlonsy assem areca hee 


Marketing and administrative expenses 
Salanies andubenesitsw mane sere nerscate act 
Hnteresti(Note: 11) sees ayecsterstgrcsiara so estes 


Data processing, office and professional 
SEIVICES un rat antiens ceteris atensrensinGrcnne ere es 


Advertising and promotion............... 
Amortization of administration 


Income before provision for final payments to 
































RISING 3 pastas svt oer eee ew ere os toh saa teens soanle, aaa 


Provision for final payments to 


fishers) (Notes:2:and:8)) mares > eens aes <a 
Net income for the year (Note 12)............. 


Retained earnings at beginning of the year 


Retained earnings at end of the year ........... 


























1997 1996 
Cash provided by (used for) 
Operating activities 
INemincome tan then carmen er teeter n ee: 
Add (deduct) items not affecting 
cash 
AM orntizaonimee tee coerce eee ee 1,588 1,226 
Gain on sale of capital 
ASSCISie aa hei een nati aN ee (118) (57) 
Net changes in non-cash working capital 
balances relating to operations............ (321) (2,602) 
Cash provided by 
(USedEfon loperatton seers er eee enti 1,149 (1,433) 
Investing activities 
Atdditions to.capitaliassets!)....08-12 «occ eeie- (1,185) (1,347) 
Decreaseanmloan receivable 2. ses nectar ee 113 Bl 
Proceeds on sale of capital assets ........... 284 270 
Cash used for investing 
ACTIVITIES rence. Rear enact ae ORT en eet (788) (866) 
Financing activities 
IncreaSennilloans payablenmn eee ei 3) 51331 2,699 
Cash provided by 
fiNANGIN eS pACthV [TES snes eee 3,051 2,699 
Decrease in provision for final 
Payments tOMishersmy- > er eee va. (2,568) (1,770) 
Increase (decrease) in cash during 
ThE VAT ge. ga cain ay dcocktvun coe Becnis la Gpsyege sus aohees xa 1,324 (1,370) 
Bank indebtedness at beginning of year........ (1,381) (11) 
Bank indebtedness at end of year ............. (57) (1,381) 





The accompanying notes are an integral part of the financial statements. 














1997 1996 
34,840 87,235 
8,164 9,881 
43,004 47,116 
6,703 3,546 
24,993 29,708 
5,041 5,036 
4,101 4,225 
2,284 2339 
ii) 1,033 
1379 970 
865 686 
480 594 
(53) (74) 
46,812 48,057 
(7,019) (6,703) 
39,793 41,354 
SPA 5,762 
ee 1,099 
800 681 
432 498 
181] 249 
369 193 

8 116 

57 1B 

62 107 
3,031 3,014 
180 2,748 
180 2,748 
4,153 4,153 
4,153 4,153 





The accompanying notes are an integral part of the financial statements. 
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FRESHWATER FISH MARKETING CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
APRIL 30, 1997 


il. 


No 


Authority, operations and objectives 


The Corporation was established in 1969 by the Freshwater 
Fish Marketing Act and with the participation of each of the 
provinces and territory it operates in, for the purpose of mar- 
keting and trading in fish, fish products and fish by-products 
in and outisde of Canada. Participation of the provinces of 
Manitoba, Saskatchewan, Alberta and Ontario and the Norh- 
west Territories was established by agreement with the 
Government of Canada. 


The Corporation is an agent Crown corporation named in 
Schedule III, Part I of the Financial Administration Act. The 
Corporation is required to conduct its operations on a self-sus- 
taining basis without appropriations from Parliament and the 
total borrowings of the Corporation may not exceed $30 mil- 
lion. 


The Corporation has the exclusive right to trade and market 
the products of the commercial fishery on an interprovincial 
and export basis, and it exercises that right with the objectives 
of marketing fish in an orderly manner, maximizing returns to 
fishers, and promoting international markets and increasing 
interprovincial and export trade in fish. 


Significant accounting policies 
Inventories 


Finished fish products are recorded at the actual cost of fish 
purchases and the average actual cost for direct labour and 
overhead directly related to processing for the year. At year 
end, finished fish products are valued at the lower of cost and 
net realizable value. Packaging material and supplies are val- 
ued at the lower of cost and replacement cost. 


Amortization 


Amortization is based on the estimated useful lives of the 
assets using the following methods and annual rates: 


Buildings —Lake stations Straight-line 5-10% 
—Plants Straight-line 21/22% 
Equipment —Machinery 
and office 
equipment Declining balance 10-40% 
—Automotive Declining balance 30% 
Fresh fish delivery tubs Straight-line 10% 
Vessels Straight-line 623% 


The costs for systems under development and plant assets 
being upgraded or purchased, but that are not yet operational, 
are charged to construction in progress. When the assets be- 
come operational, the cost is transferred to the appropriate 
capital asset classification and amortized accordingly. 


Payments to fishers and retained earnings 


The Corporation purchases fish at initial prices established 
by the Board of Directors based upon operational forecasts 
prepared by the Corporation and the cost of such purchases is 
included in the cost of sales. Final payments to fishers, if any, 
are approved by the Board of Directors after the end of the 
year, based on the results of operations for the year, and are 
excluded from the cost of sales. The final payments are made 
in respect of products purchased during the year and therefore 
are charged to operations of the current year. After the final 
payments are established, any remaining income for the year 
is recorded as retained earnings. 


Foreign currency translation 


Amounts receivable and payable denominated in foreign 
currency are translated into Canadian dollars at the year-end 
exchange rate. Transactions in foreign currency during the 
year are translated at the rate in effect at the time of the 
transactions. Foreign exchange gains and losses are included 
in interest expense. 


Pension plan 


Employees of the Corporation participate in the Public Serv- 
ice Superannuation Plan administered by the Government of 
Canada. The employees and the Corporation contribute equally 
to the cost of the plan. The Corporation’s contributions are 
expensed on a current year basis, and represent the total pen- 
sion obligations of the Corporation. The Corporation is not 
required under present legislation to make contributions with 
respect to actuarial deficiencies of the Public Service Super- 
annuation Account. 


Use of Estimates 


Financial statements prepared in accordance with generally 
accepted accounting principles require management to make 
estimates and judgments that affect the amounts and disclo- 
sures reported in the financial statements. The more significant 
areas requiring the use of management estimates are related to 
the allowance for doubtful accounts and the provision to re- 
duce all slow moving or unusable finished fish inventories to 
their estimated net realizable value. Actual results could differ 
from those estimates, although management does not believe 
that any differences would materially affect the Corporation’s 
financial position or reported results of its operations. 


3. Accounts receivable 


1997 1996 





(in thousands of dollars) 








Prades je buses Gavete cere ee wnaeate erent 4,604 4,534 
Other nnd sroncoeen Vesta roe we heer 263 404 
Current portion of loan receivable......... 84 82 
4,951 5,020 

4. Inventories 
1997 1996 





(in thousands of dollars) 


Einished mish  progucts) octet rrr 7,019 6,703 
Packaging material and supplies.......... 1,096 1,104 
8,115 7,807 








5. Loan receivable 


The loan receivable is denominated in US dollars ($75,000), 
secured by various capital assets, repayable in monthly princi- 
pal instalments of $5,000 US plus interest and bears interest at 
1 1/2% above the bank’s US base rate. 
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FRESHWATER FISH MARKETING CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
APRIL 30, 1997—Concluded 


6. 


2). 


10. 





























Capital assets 
1997 1996 
Accu- 
mulated Net Net 
amotti- book book 
Cost zation value value 
(in thousands of dollars) 
|scvaValh AO eet oe hee pene 258 258 258 
Bulidine senate 6,825 4,071 2,754 2,821 
EGUIpMentanrege att 15,223 12,025 3,198 3,487 
Fresh fish delivery 
LUDS eerie enc 714 283 431 475 
WESSE]Sipmrctey itce ears of 342 174 168 112 
Construction in 
PROSTSSS eer ey kaise 161 161 386 
23,523 16,553 6,970 7,539 
. Bank indebtedness 
The operating loan is due on demand, unsecured and bears 
interest at the bank’s prime lending rate payable monthly in 
arrears. 
. Accounts payable and accrued liabilities 
1997 1996 
(in thousands of dollars) 
BL Mred LO Sera tevatesuasta aceh cca taza verse cet cueuereelciieteaey ers 1,442 W353 
Oihenwantreso rec ee ace ee areca 1,102 894 
Provision for final payments 
LOSSES eae syetectesyotaiae: eiccse = efecd saree 180 2,748 
2,724 pelt 
Loans payable 
1997 1996 





(in thousands of dollars) 





WemandlOoansuarr renee cei a ete sel ie res 112 225 
PTOMISSORYANOteS midecieretscsetema ates eros ie 5,592 5,448 
Bankerstaccepianc coer ery ee erent toa t he 7,500 4,000 

13,204 9,673 








The demand loan is denominated in US dollars ($80,000), 
unsecured, repayable in monthly principal instalments of 
$5,000 US plus interest and bears interest at the bank’s. US 
base rate. 


The promissory note is denominated in US dollars 
($4,000,000), unsecured, repayable in US dollars, bears inter- 
est at 5.9875% (5.7375% in 1996)and matures on 
May 12, 1997. 


The bankers acceptances are unsecured, bear interest from 
3.5% to 3.63% (5.76% in 1996) and mature on May 6 to 
May 29, 1997. 


Sales commissions 


During the year, the Corporation paid commissions of 
$603,521 (1996—$670,103) to sales agents, which were netted 
against sales. Included in that amount are $532,982 (1996— 
$594,308) of commissions paid to foreign sales agents. 


Ie 


ie 


14. 


Interest expense 


1997 1996 





(in thousands of dollars) 





NOMIC EMG ss sections aauodenoes 668 617 

Loss (gain) on foreign exchange.......... 102 (17) 

WEIMOWIITS poo cunnocosoenoonn soans 30 81 
800 681 





Income taxes 


The Corporation is eligible to deduct for tax purposes a 
portion of its capital cost allowance, and accordingly has no 
taxable income for the year. At April 30,1997 the estimate of 
the excess of undepreciated capital cost over net book value of 
capital assets amounted to $667,000 (1996—$1,276,000) 
which can be used to reduce future years’ taxable income. 


. Fair value of financial instruments 


Accounts and loan receivable, bank indebtedness, accounts 
payable and accrued liabilities and loans payable are valued at 
their carrying values included on the balance sheet, which are 
reasonable estimates of fair value due to the relatively short 
period to maturity of the financial instruments. 


Comparative figures 


Certain 1996 comparative figures have been reclassified to 
reflect the presentation adopted in 1997. 
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GREAT LAKES PILOTAGE AUTHORITY, LTD. 


MANAGEMENT REPORT 


The Great Lakes Pilotage Authority, Ltd. management is respon- 
sible for the preparation, integrity and fair presentation of the 
financial statements and other information in the annual report. This 
responsibility includes the selection of appropriate accounting prin- 
ciples and the exercise of careful judgement in establishing 
reasonable and accurate estimates in accordance with generally 
accepted accounting principles applied on a consistent basis and as 
appropriate in the circumstances. Financial information shown else- 
where in this annual report is consistent with that contained in the 
financial statements. 


The Authority’s policy is to maintain systems of internal account- 
ing and administrative controls of high quality consistent with 
reasonable cost. Such systems are designed to provide reasonable 
assurance that the financial information is accurate and reliable and 
that the company assets are adequately accounted for and safe- 
guarded. The Board of Directors which is also the Audit Committee 
is comprised of Directors who are not employees of the Authority 
except for the two pilot Board members. The Directors oversee the 
company’s systems of internal accounting and administration con- 
trol. 


The external auditor, the Auditor General of Canada, is appointed 
under the Pilotage Act as the Auditor and has audited the financial 
statements according to generally accepted auditing standards. His 
report outlines the nature of the audit and expresses his opinion on 
the financial statements of the company. 


R. G. Armstrong 
Chairman & Chief Executive Officer 


R. F. Lemire 
Secretary/Treasurer 


Cornwall, Canada 


AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


| have audited the balance sheet of Great Lakes Pilotage Author- 
ity, Ltd. as at December 31, 1996 and the statements of operations, 
retained earnings and changes in financial position for the year then 
ended. These financial statements are the responsibility of the Au- 
thority’s management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Authority as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my audit of the financial statements have, 
in all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Pilotage Act and 
regulations, the Canada Business Corporations Act and the articles 
and by-laws of the Authority. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
January 29, 1997 
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BALANCE SHEET AS AT DECEMBER 31, 1996 





























ASSETS 1996 1995 LIABILITIES 1996 1995 
$ $ $ $ 
Current Current 
Cash and short-term Accrued salaries and benefits............... 3,727,838 2,527,740 
GE ROSUA ONES he sdaneoediousctueaoen 5,378,459 A ea Other accounts payable and accrued charges . . 229,115 265,747 
PNECOUNISTECEIVADIC wane ania «americas 2,601,714 2,248,205 Accrued employee termination benefits ...... 236,366 116,588 
7,980,173 5,459,477 4,193,319 2,910,075 
Segregated investments (Note 3) .............. 2,450,842 2,757,491 Long-term 
Gapitaleassetss(INOLex4) erator. es t-fos a yates 58,096 IEP Accrued employee termination benefits ...... 2,278,244 2,376,833 





6,471,563 5,286,908 





SHAREHOLDER’S EQUITY 


Capital stock 
Authorized—S0 shares 











Issued and fully paid—15 shares............ 1,500 1,500 

Contnibutedicapitalerm errr eer cer r 82,074 82,074 

Retainedicarni oS era miter teat een eer 3,933,974 2,918,238 

4,017,548 3,001,812 

10,489,111 8,288,720 10,489,111 8,288,720 








Commitments (Note 5). 


Approved by the Board: 


R. G. ARMSTRONG 
Director 


J. L. McCARTNEY 
Director 
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GREAT LAKES PILOTAGE AUTHORITY, LTD.—Continued 


STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1996 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1996 
















































































1996 1995 1996 1995 
$ $ $ $ 
Balance, beginning of the year................ 2,918,238 1,576,276 Cash provided by (used in) 
Net profit: for the yearns ame scoie reticle: 1,015,736 1,341,962 Operating activities 
Balancovcnd bb dia era Aer ree 3,933,974 2,918,238 Net Droit Laie YAR cecal ein Y 1,015, 7560" Toate 
Items not requiring cash 
Employee termination benefits 
ACCrUA Na. sere Scere cs 229,112 148,791 
AMOTIZALON Vacca tiers Stas ere re 25,984 24,682 
Net change in working capital components 
other than cash and short-term 
deposits®. scares wears see arrestee iene 809,957 (323,786) 
Employee termination benefits 
PMN omoomane eoo20rdneonDdanbe (207,923) (280,782) 
1,872,866 910,867 
Investing activities 
Funding of termination benefits 
CNOTE SEF cena x trot rereete =e sete eee cients 306,649 (2,757,491) 
Increase in capital assets................. (12,328) (51,228) 
294,321 (2,808,719) 
STATEMENT OF OPERATIONS Gah aadiucts aetna ee oe ee 
- , beginning o 
FOR THE YEAR ENDED DECEMBER 31, 1996 VEAL? oe stare seat ee atk seuscahan assem eek ater 3,211,272 5,109,124 
1996 1995 Cash and short-term deposits, end of 
Var elo AVMs a he cen eet ne eet 5,378,459 3211272 
$ $ 
Revenues 
Pilotageichatgesmrra cian cried it 12,329,885 10,900,568 
Interest and other ncome)....- 21) ei rs 329,397 323,997 
Dispatching and pilot boat income........... 75,102 70,105 
Life insurance experience 
(LOSS) Galtier seycteen tetera etter errs (75,000) 23,101 
12,659,384 11,317,771 
Expenses 
Pilots’ salaries and benefits...............-. 8,681,799 7,059,243 
Transportation and travel................... 946,183 817,167 
Operation staff salaries and 
Benefits wrens cic rors cee esis uae aoe 591,695 698,154 
Pilot boat services (Note 6)................. 382,229 427,786 
Administration staff salaries and 
benefits yh ctissccasie re cre ase no cote 331,224 341,647 
Employee termination benefits.............. 229,112 148,791 
Professional and special services ............ 132,797 135,203 
Utilities, materials and 
Supplicsheemraeaciae. crs ee he crete tare ckereds 86,133 56,296 
Communicatlonswyeeneteroe eater ened 70,851 68,632 
Rentals fetes. Seco ait cs sseepo cists areas eo care eereeee 49,460 50,415 
Purchased dispatching services.............- 43,087 42,838 
Retired employee benefits.................. 35,295 49,080 
A MmOrtiZa tO: ctarerne sls er eis esie oie exakelol ene eyes ters 25,984 24,682 
Repairsand maintenance siti acre 21,369 15,508 
Pilot-trainin og COStSya crm errterst vere vistessveretierey Uc 16,430 17,867 
Retiring INCeNthveSs aa retaivisis's stateretrslohyoelel ae 22,500 
11,643,648 9,975,809 
Net profit: tor thehycatas ery ccicrrelstacrisrsterr 1,015,736 1,341,962 
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GREAT LAKES PILOTAGE AUTHORITY, LTD.—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1996 


Ik. 


Authority and objectives 


The Great Lakes Pilotage Authority, Ltd. was established in 
February 1972 pursuant to the Pilotage Act, incorporated as a 
limited company in May 1972, and is continued under the 
Canada Business Corporations Act. Pursuant to the Financial 
Administration Act, the Authority is a Crown corporation listed 
in Schedule III Part I thereto. The Authority is a subsidiary of 
the St. Lawrence Seaway Authority but is deemed to be a 
parent corporation within the meaning of the Financial Admi- 
nistration Act. 


The objectives of the Authority are to establish, operate, 
maintain and administer a safe and efficient pilotage service 
within designated Canadian waters. The Act provides that the 
pilotage tariffs shall be fair, reasonable and sufficient and, 
together with any revenue from other sources, shall permit the 
Authority to operate on a self-sustaining financial basis. 


The Authority is exempt from any income taxes. 


. Significant accounting policies 


Parliamentary appropriations 


Parliamentary appropriations received to finance the cash 
deficiency are recorded in the year in which they are voted by 
Parliament. Any portion of the appropriations pertaining to 
operating expenditures requiring an outlay of funds is re- 
flected in the statement of retained earnings. Any portion of 
the appropriations pertaining to the acquisition of capital as- 
sets is recorded as contributed capital. However, the Authority 
did not receive any appropriations in both fiscal year 1996 and 
1995. 


Amortization 


Amortization of capital assets is calculated on a straight-line 
basis and is based on the estimated useful lives of the assets 
as follows: 


20 years 


Buildings 
5 to 10 years 


Furniture and equipment 
Pension plan 


All employees are covered by the Public Service Superan- 
nuation Plan administered by the Government of Canada. 
Contributions to the Plan are required from both the employee 
and the Authority. Contributions with respect to current serv- 
ice are expensed in the current period. Contributions with 
respect to past service benefits are expensed when paid. The 
Authority is not required under present legislation to make 
contributions with respect to actuarial deficiencies of the Pub- 
lic Service Superannuation Account. 


Employee termination benefits 


Employees are entitled to specified benefits on termination 
as provided for under labour contracts and conditions of em- 
ployment. The liability for these benefits is recorded in the 
accounts as the benefits accrue to the employees. The current 
liability reflects the accrued termination benefits of only those 
employees who have indicated their intention to terminate 
their employment within the coming year. 


Employee life insurance plan 


The Authority provides a life insurance plan for its employ- 
ees. Surpluses and deficits from the plan are included in the 
Statement of Operations in the year in which they are deter- 
mined. 


Retired employee benefits 


The Authority contributes toward medical benefits and life 
insurance for those retired employees who elect for such cov- 
erage. The expense is recorded in the year in which it is 
incurred. 


. Short-term deposits and segregated investments 


The Authority invests in short-term deposits, treasury bills, 
and provincial and federal bonds. As at December 31, 1996, 
these investments yield between 2.50% and 5.83% (5.25% and 
8.35% in 1995). The term of maturity of these varies between 
1997 and 1999 and the fair market value of all these invest- 
ments as at December 31, 1996 approximates the net book 
value. 


The Authority sets aside certain of these investments, in 
order to provide for the funding of future employee termina- 
tion benefits. Those investments are presented as segregated 
investments: 





1996 1995 
$ $ 
Investment Certificates and Bonds 
with maturity dates in 1998 & 1999 
(iS Smatinityidate 1996) ire cre eon 2,450,842 2,757,491 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1996—Concluded 


4. Capital assets 














1996 1995 
Accumulated Accumulated 
Cost amortization Net Cost amortization Net 
$ $ $ $ $ $ 
Buildings acc crostteee lene ee aie ern susan ciel sects 63,642 63,642 63,642 63,327 315 
Furniture and Cquipmentince cc acre ere sloteinieleteceleiere ice sree leiclel=nscar 248,463 190,367 58,096 236,135 164,698 71,437 
312,105 254,009 58,096 299,777 228,025 Tie 








5. Commitments 


The Authority has a lease agreement with the St. Lawrence 
Seaway Authority for the rental of office space. Future mini- 
mum rental payments are: 


$ 
OL ds atone cnc anos CO sAOn Son KmomAR saat 40,569 
Oo et Sano nHne on Onoe ROE heccCodoorms Hnoonoraaan one be 41,779 
1999) ee seach Regertevcpsret bee terae oF tek not coh aS ieee ences sea 3,490 
85,838 


In addition, the Authority has contract commitments of 
approximately $250,000 for the land transportation services 
for the next year. Tenders have also been requested for some 
of the pilot boat services for the next two years. Expenditures 
for the services being tendered were approximately $330,000 
in 1996. 


6. Dispatching and pilot boat services to U.S. District No. | pi- 
lots 


The Authority provides without charge all dispatching ser- 
vices and pilot boat services in Port Weller to the U.S. District 
No. | pilots and the U.S. Pilots’ Association provides without 
charge pilot boat services for the Authority at Cape Vincent, 
New York. 


7. Related party transactions 


The Authority is related in terms of common ownership to 
all Government of Canada created departments, agencies and 
Crown corporations. The Authority enters into transactions 
with these entities in the normal course of business. 





HALIFAX PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID ANDERSON, P.C., M.P. 
MINISTER OF TRANSPORT 


We have audited the balance sheet of Halifax Port Corporation 
as at December 31, 1996, and the statements of earnings and surplus 
and changes in financial position for the year then ended. These 
financial statements are the responsibility of the Corporation’s man- 
agement. Our responsibility is to express an opinion on these 
financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


BALANCE SHEET AS AT DECEMBER 31, 1996 
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In our opinion, these statements present fairly, in all material 
respects, the financial position of the Corporation as at 
December 31, 1996, and the results of operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consis- 
tent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial 
statements have, in all significant respects, been in accordance with 
the Financial Administration Act and regulations, the Canada Ports 
Corporation Act, and the by-laws of the Corporation. 


Doane Raymond 
Chartered Accountants 


Halifax, Canada 
January 24, 1997 

















ASSETS 1996 1995 
$ $ 
Current 
(CHET IL .chlatt arte baal crn omnernen ols ice are cee Meee ses 112,052 295,703 
lnvestmentsy(NOteS ee teenr tt eee 11,595,477 9,411,942 
PROCOUILS Te CCIVAD] Camere riaistsnenateistelcre crate 3,365,886 2,699,107 
Grants in lieu of municipal taxes ............ 96,645 122,623 
Material sang Sup plteSenmt erie eric t=s: 49,983 39,518 
15,220,043 12,584,893 
ACCOUTISTECELVADICIMRE Ea IE tert ener a: 1325392 164,210 
Property and equipment (Note 4).............. 59,342,982 56,626,424 
74,695,417 69,375,527 




















LIABILITIES 1996 1995 
$ $ 
Current 
Accounts payable and accrued liabilities ..... 5,128,615 2,776,045 
Deferredsrevenuesm-meys tt er erm Terai 600,744 $70,359 
3, /29,359 3,346,404 
Acemediemployee benefitSia.m. sc. 20-2 eee 723,888 666,783 
6,453,247 4,013,187 
EQUITY 
Contributedicapitaly aces eras irre 50,856,865 50,856,865 
SUIplUSttaerratnerisie anstatentremieta cae orsterencearei ye 17,385,305 14,505,475 
68,242,170 65,362,340 
74,695,417 69,375,527 





Commitments (Note 5). 


On behalf of the Board: 


MERVYN C. RUSSELL 
Chairman 


DAVID F. BELLEFONTAINE 
President and Chief Executive Officer 
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HALIFAX PORT CORPORATION—Continued 


STATEMENTS OF EARNINGS AND SURPLUS 


YEAR ENDED DECEMBER 31, 1996 

























































































1996 1995 
$ $ 
Revenue from operations .\..).< 0% esis =e cel 13,151,952 L270 
Operating and administrative expenses......... 7,453,770 8,039,970 
Depreciation .ctecilive. se eee eens 2,569,233 2,551,251 
Grants in lieu of municipal taxes .............. 926,051 966,685 
10,949,054 11,563,886 
Bamings trom Operations yer... teretereretae to 2,202,898 1,153,151 
InvestimentInCOme’s : coyacesajere oyete cusvee sp aie ckoueeevtterehe 519,379 620,087 
Gain (loss) on disposal of fixed assets.......... 336,130 (11,316) 
855,509 608,771 
INGGIEATMIN GS rom ey spertee ole ero teiecessnpene ols inter rains 3,058,407 1,761,922 
Surplus, beginning ofvyeat reer reer iret 14,505,475 12,743,553 
Netieannin Sein mercceiseie einen th roet stati en 3,058,407 1,761,922 
DividendS's nhs 5c eases eine e veraieeaateroaeane (178,577) 
Surplusmend ots carrer trices iene 17,385,305 14,505,475 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1996 : 
1996 1995 
$ $ 
Cash derived from (applied to) 
Operating 
INetiearmin gs’ segs cecciies-sateieie sicher tater anarete re 3,058,407 1,761,922 
Depreciationhe meron erat 2,569,233 PSS ,231 
Others. Be cpr hee ene eae (279,020) 13,791 
5,348,620 4,332,944 
Change in non-cash operating 
OSS CA EN sso cacasanmonorancedac 204,334 336,534 
5,552,954 4,669,478 
Financing 
Decrease in accounts receivable........... 31,818 36,754 
Increase (decrease) in accounts 
payable wancavoscaeiac seers vevsieeexs 1,557,083 (140,067) 
Dividends paldemrrciaiee el eter crete atti: (178,577) 
1,410,324 (103,313) 
Investing 
Additions to property and equipment....... (5,355,668) (4,074,189) 
Proceeds on disposal of assets ............ 392,274 11,117 
(4,963,394) (4,063,072) 
Net increase in cash and 
short-term investments, qa coe Sano clare 1,999,884 503,093 
Cash and short-term investments, beginning 
OP YC ar Sc tecotescten crane iis ete aeveretersrepeeyapseteherPoyekole 9,707,645 9,204,552 
Cash and short-term investments, end of year.... 11,707,529 9,707,645 








NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996 


1. In accordance with the Canada Ports Corporation Act, Sec- 


tions 6.1 and 6.2, a petition for the establishment of a local 
port corporation at the Port of Halifax was approved and the 
Halifax Port Corporation was established effective 
June 1, 1984. 


In accordance with the Canada Ports Corporation Act, the 
assets, liabilities and equity were transferred at their carrying 
values in the accounts of the Canada Ports Corporation—Port 
of Halifax to Halifax Port Corporation. 


. Summary of significant accounting policies 


Investments 


The investments, which are direct and guaranteed securities 
of Canada, are shown at amortized cost. Premiums or discounts 
are amortized over the periods to maturity. 


Fixed assets 


Fixed assets are recorded at cost, except for those trans- 
ferred to the Corporation from Canada, which are recorded at 
appraised or fair market value established at the time of trans- 
fer. Grants towards capital projects received from Canada and 
from third parties are deducted from the cost of the related 
fixed assets. 


Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes opera- 
tional, using rates based on the estimated useful lives of the 
assets. 


Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions for 
pensions are recognized in the accounts on a current basis. 


Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants division of Public 
Works Canada. Any adjustments upon finalization are re- 
flected in the accounts in the year of settlement. 


Employee benefits 


The Corporation accrues in its accounts, annually, the esti- 
mated liabilities for severance pay, annual leave, and overtime 
compensatory leave, which are payable to its employees in 
subsequent years under its collective agreements or in accor- 
dance with its policy. 








. Investments 
1996 1995 
Amortized Face Amortized Face 
cost value cost value 
$ $ $ $ 
Short-term........ 11,595,477 11,682,000 9,411,942 9,587,000 








HALIFAX PORT CORPORATION—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996—Concluded 


4. Property and equipment 


ipavavelNe seas che enegptuic eure hada ctr aces cornea crete te eer A cea 
Pred o1n Gomme ten eee eenesr oes heen stoke, 0s ote estos) erase ee ERRS Sar Re cae 
BEMtUIN a SUUCtITES ee raters. isrecuctere etieeel te eatetomenain emer eters 
BS ULICIN SS pe eet eae meee re toahiy ss euler y wyielors tere sae eyelern.cnore ees 
ULES peter Mee etree rs. cre eect tees caret ne kana, Sere yer ae 
IROAG StANGISULLACES fern rttrerct ance dias aneutrevs tare tuesetetatenciane rcharee tus stee es 
IMachinenyandlequipmiene mmrin rier rite srysrr vein iar cee: 
Ofmicenumuture andiequip ment. s crestor siete viele eevee ejelcin Neleneleler a) ere 
PR Siecle ComAmmeno .socunoodsascausosnososvocucnsdes 


5. Commitments 
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1996 1995 

Net Net 

Depreciation Accumulated book book 
rates Cost depreciation value value 

% $ $ $ $ 

24,585,676 24,585,676 24,583,111 
2.5 - 6.7 3,930,091 2,660,769 1,269,322 1,329,212 
2.5-10 35,352,197 22,619,405 273 2,792 13,185,981 
2.5-10 19,900,852 12,726,238 7,174,614 7,123,736 
33'= 10 8,375,744 3,868,318 4,507,426 4,154,462 
2.5- 10 10,146,027 7,592,032 2,553,995 2,749,967 
5 - 100 10,608,854 8,063,954 2,544,900 2,808,155 
20 1,624,410 15397389 227,021 224,602 
3,747,236 3,747,236 467,198 
118,271,087 58,928,105 59,342,982 56,626,424 


In accordance with a policy concerning payment of divi- 








dends to the Canadian government, the Corporation is required 
to pay a dividend, in respect of the 1996 fiscal year, based on 
a method of calculation using net earnings. This dividend, 
payable before March 31, 1997 amounts to approximately 
$450,000 for 1996 and will be applied against surplus. 


. Marine policy review 


The national marine transportation system has been and 
continues to be under review by the Government of Canada. 
The effect of this review is the proposed implementation of a 
new Canada Marine Act superseding the Canada Ports Corpo- 
ration Act. 


At this time, the impact upon the Corporation is not known. 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 


RESPONSIBILITY FOR FINANCIAL STATEMENTS 


The financial statements and all other information presented in 
this annual report are the responsibility of management and have 
been reviewed and approved by the Board of Governors of the 
Centre. The financial statements, which include amounts based on 
management’s best estimates as determined through experience and 
judgement, have been properly prepared within reasonable limits of 
materiality and are in accordance with generally accepted account- 
ing principles. Management also assumes responsibility for all 
other information in the annual report, which is consistent, where 
applicable, with that contained in the financial statements. 


Management maintains financial systems and practices to provide 
reasonable assurance as to the reliability of financial information 
and to ensure that assets are safeguarded and the operations are 
carried out effectively. The Centre has an Internal Audit department 
whose functions include reviewing internal controls and their appli- 
cation on an ongoing basis. 


The Board of Governors is responsible for ensuring that manage- 
ment fulfils its responsibilities for financial reporting and internal 
control. The Board benefits from the assistance of its Finance and 
Audit Committee in overseeing and discharging its financial man- 
agement responsibility, which includes the review and approval of 
the financial statements. The Committee, which is made up of 
Governors, meets with management, the internal auditors, and the 
external auditors on a regular basis. 


The Auditor General of Canada conducts an independent audit in 
accordance with generally accepted auditing standards. His audit 
includes appropriate tests and procedures to enable him to express 
an opinion on the financial statements. The external auditors have 
full and free access to the Finance and Audit Committee of the 
Board. 


Maureen O’Neil 
President 


Raymond J. Audet 
Vice-President, Resources, 
and Chief Financial Officer 


AUDITOR’S REPORT 


TO THE INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 
AND THE 
MINISTER OF FOREIGN AFFAIRS 


| have audited the balance sheet of the International Development 
Research Centre as at March 31, 1997 and the statements of opera- 
tions, equity and changes in financial position for the year then 
ended. These financial statements are the responsibility of the Cen- 
tre’s management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Centre as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 6, 1997 


INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Continued 


BALANCE SHEET AS AT MARCH 31, 1997 


(in thousands of dollars) 
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ASSETS 


Current 
Cash and investments (Note 4) 
Unmes tricte dieys net ee sers mye soteracesseraemt se 
RestticteGme wrnmont a oGe sats se koe 
Accounts receivable(Note/5) 42. 52..-8.....-. 
iS OTN ocodasonun habe cemoronebe 


Other assets 
ieapitalpassets (NOLO) seria ameaeri ie ste 
Recoverable deposits arwrisen aecrenioeinncie stan 
PAdoOWMentTONasi(NOte Mine mrets meee 


HOtaleaSSetSemicce mere ete cleans overeat ore tave,t) atetoiene ners 








1997 1996 
(Restated 

Note 3) 
13,229 11,310 
20,153 25,421 
14,535 3,483 
Masset! 1,298 
49,294 41,512 
3,631 4,427 
161 166 
202 208 
53,288 46,313 





The accompanying notes form an integral part of the financial statements. 


Approved: 


MAUREEN O’NEIL 
President 


RAYMOND J. AUDET 
Vice-President, Resources, 
and Chief Financial Officer 





LIABILITIES 


Current 
DeferredireyenuesNote Ss) 
Accounts payable and accrued liabilities 
@Notes:S:and'S) a nti een ee le 
Restructuring liability (Note 10)............ 


Other liabilities 
eterredare vient cr(NGters)) mearin einen art peers 
Accrued employee separation 
benefits Peper eit cree rr 


[BOUIN S ceecetenntomtmada td Ge oa ou amomen 
Totaliiabilities-and equity 42... - seasons eee 

















1997 1996 
(Restated 

Note 3) 
24,356 13,389 
Udell 6,541 
1,550 4,024 
SIS BIUTA 23,954 
7,774 12,032 
2y 51'S 2,635 
388 394 
202 208 
44,116 39,223 
9,172 7,090 
53,288 46,313 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 
























































1997 1996 
(Restated 
Note 3) 
Revenue 
Parliamentary appropriation (grant).......... 96,100 96,100 
Supplementary parliamentary appropriation 
(grantyi(N@tes) ee teeta ore teeter tere 1,427 7,281 
Gohindine (Note ll)\ieemces teeter tetete ever 20,512 15,224 
INVeStInen tell COM serene rites tele netre arenes 2,046 2.562 
Other income cps serps eerste rakes 1,030 492 
Motalire venules acercc sens teense ra etree rere LQTS 121,659 
Expenses 
Development-research activities............. 83,686 76,561 
Research-related activities 
echnical: SUPPOLiy. pete ec tet eae 9,983 10,848 
Information dissemination and library...... 4,693 4,969 
14,676 15,817 
Research operational support 
Regional loficesn yp jeirvse sss iate letra 6,026 5,930 
Branch managementencte sectors teleker tet 3,912 3,810 
9,938 9,740 
Total research and related 
EXPENSES. aapie rami ate sets ee eel 108,300 102,118 
General management expenses.............. 12,400 13,563 
Overhead recovered on cofunding 
STi UNCOUNDY caasanspoocosugno0Eds (1,667). (1,323) 
Motal exp enSeSmepeyeye et) eve hs eser nara ere ketey -e-eren 119,033 114,358 
Excess of revenue over expenses 
before restructuring costs ............+-5- 2,082 7,301 
Restructuring costs (Note 10)..........----- 5,500 
Surplus for the year... 0.....5----2-+22neeses 2,082 1,801 
The accompanying notes form an integral part of the financial statements. 
STATEMENT OF EQUITY 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 
1997 1996 
(Restated 
Note 3) 
Unrestricted balance at the 
beginning of the year...............-....-- 7,090 5,289 
Surplus fomthe veat nyse tetera alee 2,082 1,801 
Balance at the end of the year................. 9,172 7,090 
Restricted balance at the beginning 
QHIMNeMCElnoogonanacdodedobansuaonbagooar 13,459 20,740 
Prior year’s adjustment 
(An'(chiNe) on gHooceaanomin mere conunn Hoatodr (13,459) (20,740) 
Restated balance sccrsvaie steveecesteterereicinieleisreraty © 
Totaliequity! acme cites cer ce mecerr 9,172 7,090 





The accompanying notes form an integral part of the financial statements. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31, 1997 


(in thousands of dollars) 








Operating activities 


Cash provided by operations ..............- 
Surplus for the year... 25.02 6. . seen eee 2 


Items not affecting cash 
Amortization/write 


down oficapital(assetss jeer sarees 


Provision for employee separation 


benefits ee cee eects eee ces 
Amortization of deferred rent............. 


Changes in non-cash operating assets and 


liabilitiesSsees. keen aera ae 


Cash (used in) provided 


by operating: activities: 72) 3). wc emiesctn 


Investing activities 
Additions to capital assets 


MEwORGISPOSAIS aereoe etoile Ser es ee reine: 


Cash used for investing 


ACTIVITLES tae eal renee eretete 


(Decrease) increase in cash ............-...>. 


Cash and investments at the beginning 


ofthe year says ia se elie eke erent 


Cash and investments at the end 


@Qetoxierlen on nad bboce sudossGcnadauauwape 

















1997 1996 
(Restated 
Note 3) 
2,082 1,801 
PNT 1,298- 
341 206 
(6) 30 
4,934 3,335 
(6,563) (1,218) 
(1,629) QA 
(1,720) (676) 
(1,720) (676) 
(3,349) 1,441 
36,731 35,290 
33,382 36,731 





The accompanying notes form an integral part of the financial statements. 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997 
(in thousands of dollars) 


1. Authority and objective Pension costs 


The International Development Research Centre (IDRC), a 
corporation without share capital, was established in 1970 by 
the Parliament of Canada through the J/nternational Develop- 
ment Research Centre Act. IDRC is funded mainly through an 
annual appropriation (grant) received from the Parliament of 
Canada. For purposes of the Income Tax Act, the Centre is 
deemed to be a registered charity. 


The objective of the Centre is to initiate, encourage, support, 
and conduct research into the problems of the developing 
regions of the world and into the means for applying and 
adapting scientific, technical, and other knowledge to the eco- 
nomic and social advancement of those regions. 


. Significant accounting policies 


The financial statements have been prepared in accordance 
with Canadian generally accepted accounting principles and 
reflect the following significant accounting policies. 


Recognition of revenue 


The annual Parliamentary appropriation (grant) is recorded 
as revenue during the fiscal year for which it is approved. 
Parliamentary appropriations for specific projects and funds 
received or receivable in respect of cofunding are deferred and 
recognized as revenue when the related project expenses are 
incurred. All other revenues are recorded on the accrual basis 
of accounting. 


Depreciation 


Capital assets are recorded at cost and amortized over their 
estimated useful lives on a straight-line basis. The estimated 
useful life of each capital asset class is as follows: 


Computer equipment 3 years 
Office furniture and equipment 5 years 
Vehicles 3 years 
Telephone system 5 years 


Leasehold improvements Remaining term of lease 


Investments 


Investments are recorded at the lower of cost or market 
value. 


Foreign-currency translation 


Foreign-currency transactions are translated into Canadian 
dollars by the use of either an average exchange rate that 
closely approximates the rate in effect at the transaction date 
or the actual rate in effect at the transaction date. Monetary 
assets and liabilities in foreign currency are adjusted to reflect 
the rate of exchange in effect at year-end. Exchange gains and 
losses are included in operations for the current year. 


Accrued employee separation benefits 


Employees are entitled to specified termination benefits, 
calculated at salary levels in effect at the time of separation as 
provided for by conditions of employment. The liability for 
these benefits is recorded as the benefits accrue to employees. 


Deferred rent 


Any rent-free period or other incentives associated with 
long-term leases are deferred and amortized over the term of 
the lease on a straight-line basis. 


Employees participate in the Public Service Superannuation 
Plan administered by the Government of Canada. Contribu- 
tions to the Plan are required from the employees and the 
Centre. These contributions represent the total liability of the 
Centre and are recognized in the accounts on a current basis. 
The Centre is not required under current legislation to make 
contributions with respect to actuarial deficiencies of the Pub- 
lic Service Superannuation Account. 


. Change in accounting policy 


During the year, the Centre applied a retroactive change in 
its accounting policy regarding Parliamentary appropriations 
(grants) received for specific projects. Previously, such fund- 
ing was recorded as income during the year for which it was 
approved. To better report on the Centre’s activities, such 
funding is now deferred and recognized as revenue when the 
related expenses are incurred. 


In March 1994, the Centre received such a Supplementary 
Parliamentary appropriation (grant) of $27 million. Pursuant 
to a Treasury Board decision, these funds were restricted for a 
health-support package in Africa ($15 million) and for the 
Micronutrient Initiative ($12 million). The $27 million 
amount was recorded as income in the year ended March 31, 
1994, and the unused portion of this funding was previously 
shown as restricted equity. 


As a result of this change in accounting policy, the financial 
statements have been restated as follows: 


The restricted equity at the beginning of the year ended 
March 31, 1997 ($13,459) and the year ended March 31, 1996 
($20,740) have been recorded as deferred revenue. Revenues 
(Supplementary Parliamentary grant) have increased by 
$1,427 and $7,281, respectively, for the years ended March 31, 
1997 and 1996. The excess of revenue over expenses for these 
two years has increased by these same amounts. 


4. Cash and investments 








1997 1996 
(OTS Niketan tee ee ROSCOE Rr cattc a tees (3,516) (52) 
Investments 
Canadian chartered banks ............. 20,844 16,112 
Commercialicompanies :-. 1.0. m ees 13,897 11,453 
Foreign-owned banks................. Desi 
Federal and provincial governments ..... Wai 
Trust and mortgage 
OIL oe mood snogaogpSesavoqutrod 1,977 
33,382 36,731 








The Centre is authorized to invest in interest-bearing secu- 
rities of the above-noted entities. These funds are invested in 
short-term money market instruments. The investment vehi- 
cles consist primarily of banker’s acceptances, term deposits 
receipts, and short-term notes. All instruments must have a 
credit rating of R-1 or better, as provided by the Dominion 
Bond Rating Service. Investments are diversified by limiting 
holdings in commercial paper and trust and mortgage compa- 
nies to 40% of the total portfolio. These holdings are further 
limited to $5.0 million per institution. 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


As at March 31, 1997, the average yield of the portfolio was 
3.12% and the average term to maturity was 77 days. The fair 
market value of the investment portfolio as at March 31, 1997 
approximates the net book value. 


Of the total cash and investment balance, $20,153 (1996— 
$25,421) is restricted for specific research activities as fol- 








lows: 
1997 1996 
Health support—Affica..............24.. 12,032 13,459 
GohindingactivitieSm creer er 8,121 11,962 
20,153 25,421 








5. Accounts receivable and payable 


Accounts receivable and accounts payable are incurred in 
the normal course of business. All are due on demand and are 
noninterest bearing. The carrying amounts of each approxi- 
mate fair values because of their short maturity. A significant 
portion (84%) of accounts receivable is due from CIDA and 
does not present a significant credit risk. 


6. Capital assets 











Accumulated Net book 
Cost amortization value 
1997 ) 1996 1997 1996 1997 1996 
Computer 
Gays scouccoocsansedaaacoedoccs 6,968 6,008 4,793 3,487 2 ATS py N 
Office furniture and 
equipmentwemeretotseins bio ecaree 1,475 1,486 15235 998 240 488 
WEhIGlESIE fescue crseracke retircte = eee teen aus 866 916 681 583 185 333 
Melephone Sy Sten wrist a sielertaieitete ote olee 995 966 849 787 146 179 
Leasehold 
MPIC VEMENIS pay verses Peinlrsieleeeerter 1,793 1,720 908 814 885 906 
12,097 11,096 8,466 6,669 3,631 4,427 








Amortization for the year ended March 31, 1997 is $2,517 
(1996—$1,295). This year’s amortization includes an amount 
of $763, which is attributed to an adjustment in the estimated 
useful life and change of the amortization method used for 
certain asset categories. This constitutes a revision of esti- 
mates and, accordingly, was recorded prospectively. Also 
included in this year’s amortization is a write down of $562 of 
obsolete computer equipment. 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


7. Endowment funds 


In 1987, the estate of the late John Bene established a fund 
to provide a postgraduate fellowship in the field of social 
forestry. The Centre is also administering $43 in other endow- 
ment funds such as the Governor’s Fund and the AIDS Fund. 









































10. Restructuring costs 


During the year ended March 31, 1996, the Board of Gover- 
nors approved a restructuring of the Centre’s programs and 
operations at its head office and regional offices. The total cost 
of this downsizing exercise, which included severance pack- 
ages paid to employees under the special compensation and 
assistance program and other related costs, has been estimated 














1997 1996 at $5.5 million. As at March 31, 1997, an amount of $1.5 
million (1996—$4 million) remains outstanding. A total of 
$2.5 million (1996—$1.5 million) was paid during the year. 

Balance at the beginning of the year ....... 208 202 
Interestuncomescn. cones sora nee 8 13 11. Cofunding revenue 
pee ee ae keene cay @ Cofunding relates specifically to research conducted or 
Balance at the end of the year............. 202 208 managed by the Centre on behalf of other organizations. This 
ee re ee nee ree 159 158 research is funded by CIDA, other federal government enti- 
Cres Peete es nee 9 ee nee 4B 50 ties, and other agencies. A breakdown of cofunding revenue is 
provided below: 
@otaliendowment funds... ca. ens a-os. ae 202 208 
1997 1996 
8. Deferred revenue 
Deferred revenue includes the unspent portion of funds re- CIDA. 1... e seer erst eee eee teen eee 11,053 8,238 
ceived or receivable on cofunding activities as well as the Other federal government 
portion of the Supplementary Parliamentary appropriation SUL GIS a clei) eis abeec o)0rY fee 1,606 
(grant) received in March 1994, which has not yet been used Other agencies..........-....+.....005, 6,112 5,380 
as at March 31, 1997. Details of these balances are as follows: 20,512 15,224 
1997 1996 The Centre recovers overhead on cofunding activities. This 
amounted to $1,667 (1996—$1,323) of which $735 (1996— 
Corent iiabilines $763) was recovered from CIDA. 
@ofinding activities mami sacri 20,098 11,962 12. Operating lease commitments 
Supplementary Parliamentary ; , 
appropriation (grant) The Centre has entered into various lease arrangements for 
Health support—Africa.............. 4,258 1,427 staff accommodation in various countries and for office prem- 
74.356 13.389 ises and equipment in Canada and abroad. The Centre’s lease 
peer oh d : agreement for its premises at its head office commenced in 
Ppertiavintess, 1995 and will expire in 2007. The total minimum annual pay- 
Eupplenten Wry Parse nie tesy ments under various lease arrangements will be: 
appropriation (grant) 
Health support—Africa.............. 7,774 12,032 POSTEO Se, sak Oh ee RO Er ee RnR ara 4,704 
TREY Ee i ike ee eee a ee eer 32,130 25,421 een piers: a OGne ue aencrsar OoGr oa ubioc 4,671 
OO OZO OR acters: oa neaGh eal ceed conor eee ey state neem Kobe 4,472 
Of the total deferred cofunding revenues, an amount of Ade ry na ae ed ae 
$3,517 (1996—$6,826) was received from CIDA, and an ST NO ee Fe eae ME I 3 eh Oy ae 98 358 
amount of $12,147 is receivable from this organization at year PR ag oO tee a eee il ae 
end. 50,894 
. Accounts payable and accrued liabilities 13. Contractual commitments—Project grants and project devel- 
opment 

1997 1996 ; ; 

The Centre is committed to make payments up to $133 mil- 

lion during the next four years subject to funds being provided 

eadespayables aoc 2,416 1,486 by Parliament or external partners and subject to compliance 

Accrued liabilities—Projects ............. 2,016 2,156 by recipients with the terms of project agreements. The Centre 

Accrued annual and other has also submitted formal grant offers to prospective recipi- 

leave bene titsimrmrrctcmcee tate crete 1,814 1,617 ents totaling $1.9 million and is awaiting acceptance of these 
Other memes cer teanteci tec eustacra cre vera 1,025 1,282 offers. 

PST 6,541 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Concluded 


14. Related party transactions 


In addition to those related party transactions disclosed 
elsewhere in these financial statements, the Centre is related 
in terms of common ownership to all Government of Canada 
created departments, agencies, and Crown corporations. The 
Centre enters into transactions with these entities in the normal 
course of business at the same trade terms applicable to all 
individuals and enterprises. 


15. Contingency 


A claim of approximately $820 thousand relating to a leased 
property in India remains outstanding at the end of the year. 
Management, based on advice of legal counsel, is of the opin- 
ion that it is not possible to determine the amount of the 
liability, if any, that may result from settlement of this claim. 


The Centre is the defendant in other pending lawsuits. In 
management’s opinion, the outcome of these other actions is 
not likely to result in any material liabilities. 


16. Comparative figures 


Certain 1996 comparative amounts have been reclassified to 
conform to the financial statement presentation adopted in 
1997. 





LAURENTIAN PILOTAGE AUTHORITY 


STATEMENT OF MANAGEMENT RESPONSIBILITY 


The management of the Corporation is responsible for the per- 
formance of the duties delegated to them by its Board of Directors. 
These include the preparation of the annual report and the produc- 
tion of its content, including the financial statements. The financial 
statements were prepared in accordance with generally accepted 
accounting principles on a basis consistent with that of the preced- 
ing year, and include estimates based on management’s experience 
and judgement. 


Management maintains books and records, financial and manage- 
ment control, information systems and management practices 
designed in such a manner as to provide reasonable assurance that: 
reliable and accurate financial information is produced on a timely 
basis; assets are safeguarded and controlled; transactions are in 
accordance with Part X of the Financial Administration Act and its 
regulations as well as the Pilotage Act and regulations and by-laws 
of the corporation and any directives given to it; resources are 
managed economically and efficiently, and that the operations of 
the corporation are carried out effectively. 


The Auditor General of Canada conducts an independent audit of 
the financial statements of the corporation in accordance with gen- 
erally accepted auditing standards. 


The Board of Directors is responsible for ensuring that manage- 
ment fulfills its responsibilities for financial reporting and internal 
control, and exercises this responsibility through the Audit Commit- 
tee composed of three directors whom are not employees of the 
corporation. The Audit Committee discharges the responsibilities 
conferred upon it by the Board of Directors, and meets on a regular 
basis with management and the Auditor General of Canada, who has 
unrestricted access to the Committee. 


Jean-Claude Michaud 
Chairman of the Corporation 


Yvon Martel 
Treasurer 


Montréal, Canada 
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AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have audited the balance sheet of Laurentian Pilotage Authority 
as at December 31, 1996 and the statements of operations, contrib- 
uted capital, deficit and changes in financial position for the year 
then ended. These financial statements are the responsibility of the 
Authority’s management. My responsibility is to express an opinion 
on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Authority as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my audit of the financial statements have, 
in all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Pilotage Act and 
regulations and the by-laws of the Authority. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
March 11, 1997 
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LAURENTIAN PILOTAGE AUTHORITY —Continued 


BALANCE SHEET AS AT DECEMBER 31, 1996 






































ASSETS 1996 1995 
$ $ 
Current 
(OFT es A coh SRS Goethe Merce een ae AIG pe eI 359,649 
Accounts recelvable:n...) sa sure eilcisrieln 8,099,840 7,065,651 
8,099,840 7,425,300 
Capitallassetsi(NoteS) it amiter een tenet seaan tent 3,420,120 3,220,286 
3,420,120 3,220,286 





11,519,960 10,645,586 


LIABILITIES 


Current 


BanktindebtednesSgen ce iaicte leet la 
Accounts payablever ptciae soitont tnniatere ann 


Long-term 
Provision for employee termination 


benefits. ees PAS aae. Ae Re ats 


Commitments (Note 7) 


EQUITY OF CANADA 


Contributed capitalavante ira kesieke teens 
DETICIE ae, ysnoctieate nye aaa eee gor 


3,399,908 
6,743,117 


10,143,025 


724,000 
2,276,035 


3,000,035 
13,143,060 


2,479,154 
(4,102,254) 


(1,623,100) 
11,519,960 


7,721,356 
7,721,356 


680,000 
1,770,140 


2,450,140 
10,171,496 


1,748,814 
(1,274,724) 


474,090 
10,645,586 











Approved by the Authority: 


JEAN-CLAUDE MICHAUD 
Chairman 


MICHAEL B. MILNER 
Member 


LAURENTIAN PILOTAGE AUTHORITY —Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1996 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1996 




























































































1996 1995 1996 1995 
$ $ g $ 
Revenues Operating activities 
PalOtagecharpes eer. cers css e clas aoe siento s 35,942,272 34,305,447 Net loss for the year .......... cee cece eens (2,827,530) (4,176,931) 
interest and Oiier revenues mem cena seat 76,388 61,124 Non-cash items 
36,018,660 34,366,571 EMO GIAO oAncaHASlboo anacAnooanoc 318,008 162,979 
E Increase (decrease) in the provision for 
id esa : employee termination benefits.......... 44,000 (41,000) 
Pilots’ fees, salaries and 
EMG LUG tee earce ponents eae at oe exe aha fone reeen che 31,957,728 31,869,033 (2,465,522) (4,054,952) 
Operating costs of pilot boats............... 4,033,788 3,753,012 Decrease (increase) in accounts receivable... . (1,034,189) 341,814 
Staff salaries and benefits.................. 1,643,994 1,817,377 Increase (decrease) in accounts payable ...... (978,239) 889,294 
Professional services and members’ (4,477,950) (2,823,844) 
AILOW ANCES Mente rrrtiacats aire rrvieiee erste omc 543,069 377,510 ; cae 
er pe er cea ot recent 186,154 201,536 pee ee eee 
Utilities, material and Additions to capital assets—Net............ (517,842) (2,692,564) 
SUP DIES peers ee Ae Neen coarser atm 108,897 98,957 Financing activities 
(Communications ees. hersaeeestec: veces sera senate 103,768 112,393 Parliamentary appropriations............... 730,340 4,510,224 
Transportation, travel and hospitality......... 63,716 120,652 Bankiloan says geste etensiercoeeaie 505,895 1,770,140 
Financing COSTS tere aren aie oath sleersrenno ts 48,328 28,239 Gashi(bank tadebiedness) 
IMaintenancerm siete, carers atone aiecaree seneuceeas 38,542 46,796 
Oth 118.206 117.997 Increase (decrease) of the cash for the 
Sa ae pins A ete oe et Stee eee rane eres. (3,759,557) 763,956 
38,846,190 38,543,502 Balance at beginning of the year............ 359,649 (404,307) 
INe@lossmomtheycalemmmrsicr= cles se'rshetre- 2,827,530 4,176,931 Balanceratiend of thei yeariancer aeeietaeteeen sis (3,399,908) 359,649 
STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1996 
1996 1995 
$ $ 
Balance at beginning of the year .............. 1,748,814 1,345,920 
Parliamentary appropriation to finance the 
acquisition of capital assets: 
IPODS WEEP oo agnoAchoonepondesnEen Ibe 730,340 117,846 
P= irentiy eat (NOG 4) merayererere cient siesta 285,048 
Balance at the end of the year... .... 05-04 - 2,479,154 1,748,814 
STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1996 
1996 1995 
$ $ 
Balance at beginning of the year .............. 1,274,724 1,205,123 
INGE TOSS OPE SEE Coon cognac os sanocobaes 2,827,530 4,176,931 
Parliamentary appropriations to finance the 
operating deficit: 
SUGGS ns oounancooduesdoooumanaoe (52,378) 
==(unrent year (NOte 4) eaaiousasit ee mclsr (4,054,952) 
4,102,254 1,274,724 


Balance at end of the year..........--...+.-+- 
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LAURENTIAN PILOTAGE AUTHORITY—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1996 


1. Authority and activities Pension plan 


The Laurentian Pilotage Authority was established in 1972 
under the Pilotage Act. Its objectives are to establish, operate, 
maintain and administer in the interests of safety an efficient 
pilotage service within certain designated Canadian waters in 
and around the Province of Quebec. The Act provides that 
pilotage tariffs shall be fair and reasonable and assure a reve- 
nue which, together with any revenue from other sources, is 
sufficient to permit the Authority to operate on a self-sustain- 
ing basis. 


The Authority is a Crown corporation named in Part I of 
Schedule III to the Financial Administration Act. The Author- 
ity is not an agent of the Crown and is exempt from income 
taxes. 


. Significant accounting policies 


The financial statements of the Laurentian Pilotage Author- 
ity have been prepared in accordance with Canadian generally 
accepted accounting principles. The significant accounting 
policies used in the preparation of these financial statements 
are summarized below. 


Capital assets 


Capital assets obtained from Canada when the Authority was 
established were recorded at the then assigned values. Capital 
assets purchased subsequently by the Authority are recorded 
at cost. . 


Capital assets are amortized using the straight-line method, 
at rates based on the estimated useful lives of the assets. 


The estimated useful lives for the major categories of capital 
assets for the purposes of calculating amortization are as fol- 
lows: 


Buildings 10 years 
Pilot boats 10 and 15 years 
Furniture and fixtures 10 years 
Communications equipment 10 years 
Computer equipment 5 years 
Boarding facilities 15 and 20 years 


Wharf improvements 15 years 
Contributed capital 


The values assigned to the capital assets obtained from 
Canada when the Authority was established and the net cost of 
capital assets financed from parliamentary appropriations are 
recorded as contributed capital. 


Parliamentary appropriations 


Parliamentary appropriations received to finance the excess 
of expenses over revenues are recorded in the year in which 
they are voted by Parliament, to contributed capital for that 
portion pertaining to the acquisition of capital assets and to the 
deficit for that pertaining to operations. In this respect, oper- 
ating expenses include only those which require an outlay of 
funds. 


Employees participate in the Superannuation Plan adminis- 
tered by the Government of Canada. The employees and the 
Authority contribute equally to the cost of the Plan. This 
contribution represents the total liability of the Authority. 
Contributions in respect of current service and of admissible 
past service are expensed when paid. The terms of payment of 
past service contributions are set by the applicable purchase 
conditions, generally over the number of years of service 
remaining prior to retirement. 


The Authority is not required under present legislation to 
make contributions with respect to actuarial deficiencies of the 
Public Service Superannuation Account. 


Employee termination benefits 


On termination of employment, employees are entitled to 
certain benefits provided for under their collective agreements 
and their conditions of employment. Generally, the benefits 
equal one week of salary for each year of employment. The 
cost of these benefits is expensed in the year in which they are 
earned. 


. Fair values of financial instruments 


The transactions related to cash, accounts receivable, bank 
indebtedness and accounts payable are incurred in the normal 
course of business. The short-term borrowings from the bank 
are at a floating rate; the rate is the Canadian prime rate. The 
carrying amounts of each of these accounts approximate their 
fair values because of their short-term maturity. There is no 
concentration of accounts receivable with any customer and, 
consequently, the credit risk is low. 


On December 31, 1996, the fair value of the bank loan is 
estimated at $2,479,146 (the book value is $2,370,125). This 
estimate is based on the future principal repayments dis- 
counted at current interest rates for similar loans. On 
December 31, 1995, the fair value of the bank loan was ap- 
proximated its book value. 


. Parliamentary appropriations 


According to the new National Marine Policy, the Authority 
has no longer access to parliamentary appropriations starting 
this current year. Therefore the Minister of Finance authorized 
the Authority to have recourse to short-term borrowings for an 
amount not exceeding $3.0 million. These short-term borrow- 
ings will have to be converted to a long-term loan during the 
year 1997. 
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LAURENTIAN PILOTAGE AUTHORITY —Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1996—Concluded 


5. Capital assets 




















1996 1995 
Accumulated Accumulated 
Cost amortization Net Cost amortization Net 
$ $ $ $ $ $ 
LAG 5 ce cdies chests, ac tha OR A eer b CAL OI CORRE Cia ee ern cnteS 9,300 9,300 9,300 9,300 
UTNE soc caoodreseeeonT oud Moun boo Ce Cnn OHO HeG yoo oR i502 29,814 27,758 Sie 28,017 29 S39 
ENOL DOALSH ere arate eon aharScbs, seks sts eitolears duel narePasre aie wien aintele 3,757,882 1,477,793 2,280,089 3,350,005 1,346,149 2,003,856 
[Suaatairerenvel WDC sn oo ageDootHneO Teh oo oho OUoboUg oon ton 150,589 107,137 43,452 149,263 97,504 SHES) 
Gommunicavonsiequipment- meee meen rete neta 161,037 100,724 60,313 157,882 92,770 65,112 
Womputer equip mle mieeg eee. ertteletsere tet ie kee ete erent 219,255 161,784 57,471 173,443 127,563 45,880 
BOLUM HONE ooocadno wonggonrnooeenencanucunde arent 303,344 204,003 99,341 303,344 195,715 107,629 
WAAL RONCHI, so6 ggenocapnonouacsecsucaodoonsoueun 1,090,318 247,922 842,396 1,090,318 183,123 907,195 
5,749,297 BIS) IAL 3,420,120 29127 2,070,841 3,220,286 
Amortization for the year is $318,008 ($162,979 in 1995). 
6. Bank loan 7. Commitments 
During the year 1995, the Authority obtained a credit facility The future minimum payment commitments under an oper- 
at floating rate subject to interest at the lender’s prime rate in ating lease related to the rental of premises are as follows: 
order to finance the acquisition of a pilot boat. As at 
December 31, 1995, the Authority had drawn upon this credit $ 
for $1,770,140. During the year 1996, the Authority continued 
to draw upon the credit which was then converted in a long- 
oe : HPs Aeaces rin ae Fbicha reo een Ooh OS. OME HRI GIO G MAE OO 148,436 
term loan. The terms and conditions of this loan were approved 1998 148.436 
by the Minister of Finance on July 23, 1996. The loan matures Cibo sbb cd 2. tet dey, a a i ee ae 174.713 
in August 2001 and bears interest at a rate of 7.23%. The SGsan “eee MILI ie oats Un aaa aes 179.979 
repayment terms are calculated based on an amortization pe- AOI tir Laell, bre Aes, PR AT ace aR mepti  a 179,979 
pid. Gt Us vears. BOND DOU dik OD, <snngon ah Re aR Scena 389,953 
Principal repayment requirements for subsequent years are 1,221,496 
as follows: pe ea 
$ 8. Related party transactions 
The Authority is related in terms of common ownership to 
IDS «sn oes ee ho obo can Sage ooo BoD Cuneo TOE Ge 94,090 all Government of Canada created departments, agencies and 
(ONS, os sows tap nebo adeude jOunAnouean cucomaoeuanh. 101,114 Crown corporations. The Authority enters into transactions 
(EO) 5 ae OG AS SPS aoe GHie Oar Omein ecibdn amraenmerr cars 108,672 with these entities in the normal course of business. 
DVN ae cae aheGudo mie one ea ttote a Ue aor crore OIC 116,771 
NN o aokv o hom Aod 5 ciGeeMe SSO Come yO Ooo au eeO OD alr 1,949,478 
23 70;125 
Less amount due within one year.........--. ee eee eee eee 94,090 


2,276,035 


A — 250 
MARINE ATLANTIC INC. 


MANAGEMENT RESPONSIBILITIES 
FOR FINANCIAL REPORTING 


The preparation and presentation of the consolidated financial 
statements is the responsibility of Marine Atlantic Inc.’s manage- 
ment. These financial statements have been prepared in accordance 
with Canadian generally accepted accounting principles consis- 
tently applied using management’s best estimates and judgements 
that are considered appropriate to the Corporation’s circumstances. 
Management also relies on an actuarial report to record the activ- 
ities of the pension fund. 


Management is responsible for the reliability and integrity of the 
consolidated financial statements including the notes to the state- 
ments and other financial information contained in the annual 
report. In addition, management is also responsible for maintaining 
books of account, information systems, systems of financial and 
management control, and a comprehensive internal audit program. 
These managerial controls and procedures are intended to provide 
reasonable assurance that accurate financial information is avail- 
able, that assets are safeguarded and controlled, that resources are 
managed efficiently, and that transactions are conducted in accor- 
dance with relevant legislation and the Corporation’s articles of 
incorporation and by-laws. 


The Board of Directors is responsible for ensuring that manage- 
ment fulfills its responsibilities for financial reporting and internal 
control. The Board, in its capacity as the Audit Committee, fulfills 
this responsibility. The Committee reviews matters related to ac- 
counting, auditing, internal control systems, and the financial 
statements. 


KPMG and the Auditor General of Canada, the independent audi- 
tors of the Corporation appointed under the Financial 
Administration Act, have audited the Corporation’s consolidated 
financial statements in accordance with generally accepted auditing 
standards. The independent auditors have full and unrestricted ac- 
cess to the Audit Committee to discuss their audit and related 
findings and the adequacy of the system of internal controls. 


The consolidated financial statements and the annual report have 
been approved by the Board of Directors. 


D. J. Weaver, CA 
Vice-President, Finance and Administration 


Rod Morrison 
President and CEO 


AUDITORS’ REPORT 


TO THE MINISTER OF TRANSPORT 


We have audited the consolidated balance sheet of Marine Atlan- 
tic Inc. as at December 31, 1996 and the consolidated statements of 
earnings, deficit and changes in financial position for the year then 
ended. These financial statements are the responsibility of the Cor- 
poration’s management. Our responsibility is to express an opinion 
on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these consolidated financial statements present 
fairly, in all material respects, the financial position of the Corpo- 
ration as at December 31, 1996 and the results of its operations and 
the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As re- 
quired by the Financial Administration Act, we report that, in our 
opinion, these principles have been applied on a basis consistent 
with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation and 
of its wholly-owned subsidiaries that have come to our notice 
during our audit of the consolidated financial statements have, in 
all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Marine Atlantic 
Inc. Acquisition Authorization Act and the articles of incorporation 
and by-laws of the Corporation and its wholly-owned subsidiaries. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
KPMG 
Chartered Accountants 


Moncton, Canada 
February 28, 1997 
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MARINE ATLANTIC INC.—Continued 


CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1996 

(with comparative figures for 1995) 
(stated in thousands of dollars) 











LIABILITIES AND SHAREHOLDER’S 

















ASSETS 1996 1995 DEFICIENCY 1996 1995 
Current assets Current liabilities 
(CAS Moi ed Siew Sree Belo ino SRO bcomro te 748 3,030 Banksindebtednessmnacs cc asterste toe are cate 381 813 
Accounts receivable, net (Note 3) ........... 5,579 Seu Accounts payable and accrued liabilities ..... 13,323 14,948 
Receivable from Government Ncomedsyacatlonipay acierdsistiersneuatmtetrers 8,453 8,285 
Oi CRE ChRI(N O24) asncedonnvgeqonelasess: 4,569 1,180 Payable to subsidiary (Note 4).............. 5,901 331 
Inventory of fuel and supplies .............. 5,141 5,722 Accrued separation benefits (Note 6) ........ 3,258 4,732 
Prepald ex PenSes sete tiara ile 3,378 syilsis) Losses of subsidiary in excess of the cost 
19,415 18,798 P of the Sot ee (NOE) Heer e aero 9,399 1,991 
Capital assets (Note 5) ........- 2.000. e ee ees 306,660 333,611 Cy 
provision for restructuring 
(GND oo coanvodms canes selon ocoact oan 57,822 
98,537 31,100 
Provision for restructuring (Note 8) ........... 8,477 
Deferred capital assistance.............-+--.- 306,660 333,611 





SHAREHOLDER’S DEFICIENCY 


Share capital (Note 9)).2% 2 a> eset lees 258,530 258,530 
IDEARS(E Ao earls nnto trata Omane mneaco.cee (346,129) (270,832) 


(87,599) (12,302) 





Commitments and contingencies 


(Note 11) 
Subsequent event 
(Note 13) 


326,075 352,409 326,075 352,409 
See accompanying notes to consolidated financial statements. 
On behalf of the Board: 


MOYA CAHILL 
Director 


M. B. MURPHY 
Director 
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MARINE ATLANTIC INC.—Continued 


CONSOLIDATED STATEMENT OF EARNINGS 
YEAR ENDED DECEMBER 31, 1996 

(with comparative figures for 1995) 

(stated in thousands of dollars) 





























1996 1995 
Revenue 
Commiercialireyvenueiae-nce eee oe ce eee 90,205 87,739 
Charter reventie.. ssc. .cost senna een oes 4,902 6,408 
Interest and other income .........:...s:s0 752 1,542 
95,859 95,689 
Operating expenses 
Wages:and' benefits ma.-/.cresrerns er ere oie 87,827 100,055 
IQ robe S Reece aor On Aaa aS 20,043 18,793 
WMaterialse es watt citi ttre ternesrrere aatensteratieners 16,250 18,531 
Contractediservices sun ee eee ete 15,016 18,227 
Insurance, rent and utilities................. 8,165 8,974 
Separation benetitsmaaatentr i ae ierremericrs 2,258 6,880 
@harterexpensestaer meee terror 7,293 5,669 
Others. o55 cane rer apne tere ana ates A mya 31S! 5,466 
Qther'ServiCese.) stecot ls scuasreerelse etree ae 4,943 4,105 
Amortization... ccrsieceaiaude neice s ciniet noe euerare 31,108 28,936 
198,054 215,636 
Loss from operations before 
provision for restructuring). ve.) ls (102,195) (119,947) 
Provision for restructuring (Note 8)............ 67,511 
Loss from operations and 
provision forrestuctuning eee aren cee (169,706) — (119,947) 
Amortization of deferred capital 
ASSISTANCE Hee ee teins eects retake or cicietes ae 31,108 28,936 
Government funding 
Government contract revenue............... 67,551 89,582 
Subsidies and contracted services............ 3,158 2,606 
Earnings (loss) from continuing operations...... (67,889) ee 
Loss from discontinued 
operation (NOtE!7)\ actin el staid ese a ofa elererane ste (7,408) (263) 
WNeticaminas (Oss) samme einciee eee ae (75,297) 914 
See accompanying notes to consolidated financial statements. 
CONSOLIDATED STATEMENT OF DEFICIT 
YEAR ENDED DECEMBER 31, 1996 
(with comparative figures for 1995) 
(stated in thousands of dollars) 
1996 1995 
Deficit, beginning Of yearn sceneries cre (270,832) (271,746) 
Netearnings (10SS) 5 see sscrsetan (nsiasterenrista evorersi= (75,297) 914 
DeficitvendiGhy care ccattaatrconcre: etenerreeraets (346,129) (270,832) 


See accompanying notes to consolidated financial statements. 


CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1996 


(with comparativ 


e figures for 1995) 


(stated in thousands of dollars) 











Cash provided by 
(used in) 
Operations 
Earnings (loss) 
from continuing 


Operations ae tedeteei eet ole 


Items not involving 


cash 
Amortization. . 
Amortization of 


deferred 


capital assistance esate nia rociee eer 
Increase due to provision 


for restructuri 


HQipiivds sae Risers ess Ae 


Change in non-cash operating 


working capital 


Financing 
Capital assistance 
Investment 


Expenditures on capital assets.............. 
Proceeds on disposal of capital assets........ 


(ChOisneabunaoee 











1996 1995 
(67,889) ida 
31,108 28,936 
(31,108) (28,936) 
66,299 
(260) (3,958) 
(1,850) (2,781) 
4,157 7,466 
(4,874) (7,494) 
TG 28 
(4,157) (7,466) 
(1,850) (2,781) 
PNG 4,998 
367 Dai 
748 3,030 
(381) (813) 
367 DONG 








See accompanying notes to consolidated financial statements. 


MARINE ATLANTIC INC.—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996 
(stated in thousands of dollars) 


1. Nature of operations and authority 


The Marine Atlantic Inc. Acquisition Authorization Act was 
proclaimed in 1986. In accordance with the Act, the Corpo- 
ration’s articles restrict the business it may carry on to the 
acquisition, establishment, management and operation of a 
marine transportation service, a marine maintenance repair 
_ and refit service, a marine construction business and any serv- 
ice or business related thereto. Its corporate mission is "to 
provide quality, safe and efficient marine transportation and 
hospitality services". Marine Atlantic Inc. is a Crown corpo- 
ration listed in Schedule III, Part I of the Financial 
Administration Act and is not subject to income tax under the 
provisions of the Income Tax Act. 


The Corporation’s activities are also governed by agree- 
ments negotiated with the Government of Canada subject to 
parliamentary approval. The agreements provide, among other 
things, for the Corporation to receive contract revenues from 
the Government of Canada to the extent that the cost of pro- 
viding ferry, coastal, terminal and water services is not 
recovered from commercial revenues. In addition, the acquisi- 
tion of capital assets is governed by an agreement, subject to 
parliamentary appropriations, that limits funding to a proven 
cash needs basis. The funding of costs associated with restruc- 
turing and closure of activities of ferry services and funding 
for operating losses and closure costs of Newfoundland Dock- 
yard Corporation, are also governed by agreements, subject to 
parliamentary appropriation. As a result, the Corporation is 
economically dependent on the Government of Canada for the 
funds it receives through these arrangements. 


The Corporation is carrying out its formal plans, approved 
by the Government of Canada, to transfer and close certain 
services. These plans will result in the transfer of the Bay of 
Fundy services to a private sector operator by April 1, 1997 
and the closure of the New Brunswick-Prince Edward Island 
service on May 31, 1997. The plans have been partially exe- 
cuted. In aggregate, these services have been a significant 
portion of the Corporation’s activities representing approxi- 
mately forty-five percent of commercial revenue in 1996. In 
addition, a wholly-owned subsidiary, Newfoundland Dockyard 
Corporation ceased operation in 1996. It is the Corporation’s 
intention to wind-up the subsidiary’s operation. The Corpo- 
ration will continue to operate the Nova Scotia-Newfoundland 
service and provide coastal ferry service in Newfoundland. 


. Significant accounting policies 
(a) Basis of presentation 


The financial statements are prepared in accordance with 
generally accepted accounting principles. These consoli- 
dated financial statements include the accounts of the 
Corporation and its wholly-owned subsidiary, Coastal 
Transport Limited (see also Note 13 related to Coastal 
Transport Limited). All intercompany transactions between 
the parent company and Coastal Transport Limited have 
been eliminated in these consolidated financial statements. 
During the year the Corporation carried out its formal plan 
for the closure of its subsidiary, the Newfoundland Dock- 
yard Corporation. Accordingly, the investment in this 
subsidiary is accounted for at the lower of net realizable 
value and the carrying value of the investment using the 
equity method (see also Note 7 concerning Newfoundland 
Dockyard Corporation). 
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(b) Government funding 


Revenues received under contract, subject to parliamentary 
appropriation, fund operating expenses in excess of com- 
mercial revenues, for the provision of ferry services in 
Atlantic Canada and are included in income in the year. At 
the end of the fiscal year government contract revenue, 
subject to parliamentary approval, in excess of that re- 
quired for operations and restructuring, is reduced by 
amounts used for capital assistance, funds transferred to 
subsidiary, and the amounts payable to subsidiary. Any 
difference remaining represents a receivable from (payable 
to) the Government of Canada. 


(c) Management estimates 


The preparation of the consolidated financial statements in 
conformity with generally accepted accounting principles 
requires management to make estimates and assumptions 
that affect the reported amount of assets, liabilities, reve- 
nues, expenses and the disclosure of contingent liabilities 
at the date of the financial statements. Despite the use of 
the Corporation’s best estimates, it is reasonably possible 
that the amounts for the following balance sheet items and 
related expenses could change materially in the near term: 
the net recoverable amount for capital assets to be disposed 
of (see also Note 5), losses of the subsidiary in excess of 
the cost of investment (see also Note 7), provision for 
restructuring (see also Note 8), future liabilities for work- 
ers’ compensation benefits (see also Note 11 (f)), litigation 
(see also Note 11) and pensions (see also Note 12). 


(d) Fair value 


The fair value of financial instruments are determined as 
follows: 


e Current portion of provision for restructuring-using cash 
flows of estimated future payments without discounting 
(see also Note 8). 


e Provision for restructuring - using discounted cash flows 
of estimated future payments based on current interest rates 
(see also Note 8). 


e Personal injury costs - workers’ compensation costs for 
future payments related to employees of the services to be 
transferred and closed, in addition to employees not af- 
fected by this restructuring, are not recorded in the financial 
statements as the accounting policy is to record these costs 
ona pay-as-you-go basis (see also Note 2 (j) (ii) concerning 
personal injury costs and Note 11 (f) concerning commit- 
ments and contingencies). 


e Pensions - the value of the accrued pension benefit is based 
on an extrapolation of the actuarial valuation at 
December 31, 1995 using management’s best estimate as- 
sumptions. Pension plan assets are valued at market as at 
December 31, 1996 (see also Note 12). 


(e) Inventory of fuel and supplies 


Inventories are valued at the lower of cost and replacement 
cost. Cost is determined on a weighted-average basis. 
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(f) Capital assets and amortization 


Capital assets are carried at cost less accumulated amorti- 
zation. Amortization is calculated at rates sufficient to 
write off capital assets over their estimated useful lives 
generally on a straight-line basis. The rates for signigicant 
classes of assets are as follows: 


Asset Rate 
Vessels 5% 
Terminal properties 2.5% 
Equipment 10%, 12.5% and 25% 


Leasehold improvements _ lesser of 5 years or term of lease 


(g) Deferred capital assistance 


Amounts received or receivable from the Government of 
Canada under the capital funding agreement, subject to 
parliamentary approval, are restricted for the purchase of 
capital assets. These funds are recorded as deferred capital 
assistance in the year in which the related capital assets are 
acquired, and are amortized to income on the same basis 
and over the same periods as related capital assets are 
amortized. 


(h) Vessel spare parts 


(i) 


G) 


The Corporation maintains spare parts for vessels in serv- 
ice. The cost of spare parts is charged to operations when 
the spare parts are acquired. : 


Foreign currency translation 


Monetary assets and liabilities denominated in a foreign 
currency are translated at exchange rates in effect at the 
balance sheet date. Gains and losses arising on translation 
are included in interest and other income for the year. Other 
assets and liabilities, revenues and expenses are translated 
using exchange rates in effect at the date of the transaction. 


Employee compensation 
(i) Pension plans 


Current service costs are actuarially determined and 
charged to operations as they accrue based on services 
rendered during the year. Adjustments arising from ex- 
perience gains and losses are amortized over periods 
from six to fourteen years. A partial pension plan cur- 
tailment will take place in 1997 due to restructuring 
activities initiated by the Corporation during 1996. A 
net gain resulting from the curtailment has been ac- 
counted for in 1996 as a reduction of total restructuring 
costs. 


(ii) Personal injury costs 


Certain employees, retired or unable to perform their 
duties temporarily as a result of work-related injury, 
receive specified benefits administered and paid by the 
workers’ compensation boards of the four Atlantic prov- 
inces. The Corporation recognizes the benefit payouts 
as an expense in the year paid to the workers’ compen- 
sation boards and therefore no amounts have been 
recorded in the financial statements for anticipated fu- 
ture costs which may be significant (see also Note 11 (f) 
concerning commitments and contingencies related to 
workers’ compensation benefits). 


(k) Provision for restructuring 


The Corporation recognizes liabilities for termination 
benefits, related to employees to be terminated as a result 
of restructuring, when the decision has been approved by 
the Government of Canada for such restructuring and an 
estimate can be reasonably calculated of the anticipated 
future costs of such. The anticipated costs relate to specific 
agreements that have been reached covering most employ- 
ees, unions and management’s intentions for planned 
termination benefits for other employees. The nature of the 
liability includes severance payments, interim payments to 
bridge employees until pension entitlement and certain 
long-term health care benefits. 


The Corporation has recorded management’s best estimate 
of costs associated with site remediation and clean-up, 
adjustement of the pension expense, lay-up of vessels and 
miscellaneous expenses that will be required to carry out 
the Corporation’s formal plans related to the restructuring. 
The provision includes costs for reclamation and remedia- 
tion related to sites to be closed at the New Brunswick - 
Prince Edward Island service.These costs are charged to 
operations when they can be reasonably estimated. No 
amounts have been recognized for site remediation costs 
related to the Bay of Fundy services to be transferred as the 
Corporation believes responsibility and funding for such 
costs will be borne by the Government of Canada (see also 
Notes 2 (c), 2 (d) and 8). 


3. Accounts receivable, net 


Accounts receivable, net are comprised of the following (in 








thousands): 
1996 1995 
Tradesreceivables nets aa enclaves 3,206 2,504 
Insurance 
TECELV ADO MEE cle sievarevetoiece suet eee eats oes 922 664 
@therrecetyablestnete acre seueelsneeeieras 1,451 2,563 
5,579 5, ou 








The Corporation provides services to numerous customers, 


however five customers represent forty-three percent of the 
trade receivables. The insurance receivable is from one broker 
representing a number of insurers. The other receivable consist 
of a variety of items not related to the above. 
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4. Receivable from (payable to) Government of Canada 


As described in Note 2 (b), The Corporation receives fund- 
ing from the Government of Canada to fund operations, capital 
purchases, losses and closure costs of the Newfoundland 
Dockyard Corporation, and for restructuring. Funds received 
from the Government of Canada were used as follows: 

















1996 1995 
Receivable from (payable to) 
Government of Canada, 
beginningohycateaa. a. socce ce ae: 1,180 (2,648) 
Cash received during the year............. (85,692) (96,790) 
Used for 
Operations er ow. sew kena there aden 67,551 89,582 
Wanita ete rae oc tir iinots: aier 4,157 7,466 
Paid and payable to Newfoundland 
Dockyard'Corporation.. 6-26. ca. ao 17,373 3,570 
Receivable from Government 
OlGanadaveng Oleveal a ems aeerai jrcs 4,569 1,180 
5. Capital assets 
1996 1995 
Net Net 
Accumulated book book 
Cost amortization value value 
Assets used in 
operations 
Wesselstaneuecoae ce 441,388 226,431 214,957 238,899 
Terminal 
PLGPEHUCS serve 127,048 45,207 81,841 83,700 
I QUIPMelitnreer ter 28,743 23,558 5,185 6,300 
Leasehold 
improvements .... 837 238 599 697 





598,016 295,434 302,582 329,596 





Assets held for 
resale 
Wesselsimimner. pias «scecs 13502. 9,494 4,078 4,015 


611,588 304,928 306,660 333,611 











As of December 31, 1996 the Corporation has two vessels 
held for resale and not being used in operations. The vessels 
are carried at net book value. The net book values are based 
on estimates of appropriate amortization rates, and accumu- 
lated amortization has not been adjusted to reflect future 
disposal amounts for these vessels that may be less than net 
book value. However any increase that would be required in 
accumulated amortization for significant differences from re- 
corded net book values would be offset by the identical 
reduction in the deferred for capital assistance. As a result, 
there would be no effect on net earnings or loss (see also 
Note 2 (g)). 
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. Accrued separation benefits 


The Corporation recognized estimates for employees termi- 
nated in prior years at the time of their termination based on 
management’s best estimate of future costs at that time. Man- 
agement recognizes changes in this liability from the original 
estimate based on actual experience. In addition, there are 
costs recognized for employees terminated during the year. 
This liability is not related to employees that will be termi- 
nated as a result of restructuring (see also Note 8). 


. Discontinued operation 


During the year, the Corporation carried out provisions of 
its formal plan for the disposal of a subsidiary, the Newfound- 
land Dockyard Corporation. Execution of this plan has resulted 
in the closure of operations, the termination of all employees, 
and planned asset disposal in 1997. Accordingly, the subsidi- 
ary is not being consolidated. The investment in the subsidiary 
is accounted for at the lower of the net realizable value and the 
carrying value of the investment using the equity method. 


The results of the subsidiary’s operations are as follows: 

















1996 1995 

REVENUE Hs ccs sty eeu etee tere aaconntes Poteseceetegalc 3,753 6,218 
@perating expenses itt eee error 8,990 10,771 
Loss before government assistance........ (5,237) (4,553) 
Government operating assistance ......... 55237 4,290 
@peration loss forthe 'year.o- 4.000 = (263) 
GlosuretcOstsis eee enetee cic meer ance (19,544) 
Government closure assistance ........... 12,136 
Loss from 

discontinuedoperation=. .02 sen). ae (7,408) (263) 
Decrease in investment 

IMNSUDSIGIANY pet rae terete eee rae (7,408) (263) 








Newfoundland Dockyard Corporation had sales to the parent 
company of $4 in 1996 (1995 —$2,394). 
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The amounts of the assets and liabilities of the subsidiary at 
December 31, which are not consolidated, are summarized as 
follows: 








1996 1995 
Gurfent,assetsy .scjscc cis stoyestevernenieccronsteretsss 837 3,408 
Receivable from\parent...-s-= nse 5,901 331 
Capital assets <. .\s2 0. oc = 2 Cote acienic mata 1 11,520 
6,739 15,259 
Less 
Bank Indebtedness assis ieee: 1,444 302 
AACCOUNLS DAY AD Le samt etre trees 230 2,306 
ACCIUEGITON ClOSUTE/COStS merry stiaesticl= 3,000 
Separation costs payable............... 3,399 
Deferred capital assistance............. 6,577 
Wong-term Gebtemmen iciv een keten 8,065 8,065 
16,138 17,250 
Losses of subsidiary in excess of 


the cost of the investment.............. 9,399 1,991 


The results of the subsidiary’s change in cash position are 
as follows: 








1996 1995 
Cash provided by 
(used in ) 
Operations 
Loss from discontinued 
Operation expe mitre eset torsreh veto (7,408) (263) 
Items not involving 
cash 
Depreciation saecnimenee ee ete 996 
Amortization of deferred 
Capitaliassistance meeetrerrorraisae (6,577) (733) 
Provision for write down 
of assets held 
TOT SAlG err norersne Santee Sees trees 11,578 
Change in non-cash operating working 
Capitalis..paeeee abn elecreee rate toe 6,894 QTL 
4,487 20 
Financing 
Receivable from parent.............. (5,570) (166) 
@apitallassistancemeee eerie ere 14 
(5,570) (152) 
Investment 
Expenditures on capital assets ........ (59) (14) 
Increase (decrease) in cash 
from discontinued operation............ (1,142) 2,405 
Cash position, beginning of year.......... (302) (2,707) 





Cash position, end Of yearsaas- reece (1,444) (302) 


The provision for closure costs included in the assets and 
liabilities of the subsidiary at December 31 consists of: 


Employee termination) benefitsiee eee ai erie terre ercients ret 3,399 
Environmental remediation and clean-up....................- 2,000 
Workers; compensationiand benefits mene elie eines 800 
Othericlosurejtems. cee nec ete coke cate eee ieee 200 
3,000 
6,399 


The subsidiary has recognized a liability based on manage- 
ment’s best estimate for employee termination benefits related 
to closure. The liability for termination benefits ($3,399) is 
based on management’s assertion that the amounts recognized 
are complete and will not be subject to material changes upon 
settlement of an outstanding former employees’ union griev- 
ance concerning the termination benefits. Depending upon the 
outcome of the grievance, the actual amount could be materi- 
ally higher than the estimate recorded by management. These 
liabilities are calculated using discount factors at current in- 
terest rates. 


The liability for closure costs pertaining to environmental 
concerns ($2,000), relates to site remediation and reclamation 
including the clean up of oil seepage that has occurred on the 
land occupied by the subsidiary. Management’s estimate of 
these costs is based upon non-current consultants’ reports, the 
requirements of presently enacted laws and regulations and the 
professional judgment of management. Management believes 
the actual amount that may be required to resolve these envi- 
ronmental problems could change materially in the near term, 
although an estimate of the potential amount cannot be reason- 
ably made. 


As aresult of the closure of the subsidiary, the liability for 
outstanding workers’ compensation benefits ($800), which 
prior to 1996 had been accounted for on a pay-as-you-go basis, 
has been recognized based on management’s best estimate. 
Management believes that future payments will not be materi- 
ally different in the near term. This liability is calculated based 
on expected discounted cash flows at current interest rates. 


The estimate of the liability for other closure items ($200) 
relates to management’s best estimate for all other costs in- 
cluding: security, insurance, etc. These costs are not expected 
to be materially different in the near term. 


The results of the subsidiary’s operations includes a charge 
to expenses for total closure costs of $19,544. This consists of: 
$10,454 for employee termination benefits, $2,000 for site 
remediation and clean-up, $800 for workers’ compensation 
benefits and $6,290 for other closure costs. 
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8. Provision for restructuring 


Marine Atlantic Inc. has formal plans to transfer the Bay of 
Fundy services and close the New Brunswick - Prince Edward 
Island service by April 1, 1997 and on May 31, 1997, respec- 
tively. In 1996, the Government of Canada, through the 
Minister of Transport directed the Corporation to transfer the 
Bay of Fundy services to a private operator chosen by the 
Department of Transport. The closure of the service between 
New Brunswick and Prince Edward Island is the result of a law 
(the Northumberland Strait Crossing Act) enacted by the Gov- 
ernment of Canada in 1993 to facilitate the construction and 
operation of a fixed link between these two provinces. Upon 
completion of the fixed link, it will replace the ferry service 
and result in closure of the service. The Corporation has a 
formal plan to dispose of capital assets, terminate employees 
affected by these decisions and perform site remediation and 
clean-up that may be required. The cost of other requirements 
related to the transfer and closure of these services is not 
significant, however they are covered by the formal plan. 
Funding of costs related to these plans governed by agreements 
with the Government of Canada, subject to parliamentary ap- 
proval (see also Note 2 (b)). The transfer of the Bay of Fundy 
services to the private operator will not include any considera- 
tion being given fron the private operator to Marine Atlantic 
Inc. The consolidated financial statements of Marine Atlantic 
Inc. include the assets, liabilities, revenues and expenses of 
both these services. 


Management’s estimate for the liabilities associated with 
restructuring at December 31, 1996, including current and 
non-current amounts is: 


Provision for site remediation and clean-up activities relate 
mainly to the New Brunswick - Prince Edward Island service. 
The Corporation’s estimate of these costs is based upon cur- 
rently available facts, existing technology, presently enacted 
laws and regulations as well as the professionnal judgment of 
consultants and counsel. This information was used to deter- 
mine management’s best estimate of the liability and that 
amount has been recognized. The Corporation plans on con- 
ducting site remediation and clean-up related to the New 
Brunswick - Prince Edward Island service in 1997. The Cor- 
poration believes that any future site remediation and clean-up 
costs related to the Bay of Fundy services are to be borne by 
the Government of Canada which will own the assets. 


Other costs included in the provision for restructuring, 
mainly the estimate of vessel lay-up costs, are based on man- 
agement’s best estimate of anticipated future costs and have 
not been reduced for estimated proceeds on disposal of capital 
assets. 


The pension adjustment credit relates to the recognition of 
a partial pension plan curtailment as a result of planned termi- 
nations. The Corporation’s actuary determined this estimate 
based on management’s assumptions. 


The net book value of capital assets related to these services 
are $25,160 (1995—$26,595) and $34,715 (1995—$38,473) 
for the Bay of Fundy services and New Brunswick - Prince 
Edward Island service, respectively. These values are offset by 
the related deferred capital assistance (see also Note 2 (g)). 
Commercial revenues and operating expenses directly related 
to these services are $19,797 (1995—$20,664) and $24,403 
(1995—$28,236) for the Bay of Fundy services and $23,465 
(1995—$21,178) and $37,046 (1995—$41,159) for the New 


Employee termination benefits. 0... 6..2. 022-2 s0e sone es ees 70,853 : ; : 2 
Site remediation and clean-up, lay-up of surplus vessel Brunswick - Prince Edward Island service, respectively. 
ANGLO He Tae S MMIC HIN SC OStS eee e reper tay spe teie eal) fender atone eit kee 1,700 9. Share capital 
MESS PENSION ACJUSENENEG a cnyalyeyersiels dere odela\etucdecve lesion vines (6,254) 
The authorized share capital of the Corporation is comprised 
66,299 Saw 
Dot catceeton 57.822 of an unlimited number of common shares of no par value. As 
eee Gee a es a ge eee at December 31, 1996 and 1995, 517,061 shares at $0.50 per 
NOH CUINEIIU | ONULO Mer ema ste dots suecersyete yale eye tetste Pkt heater te ates 8,477 share have been issued and fully paid. 








The Corporation’s estimate of employee termination bene- 
fits is based upon special termination agreements with 
unionized employees which cover most of the employee 
groups affected by the transfer and closure of the services. For 
other employees a seperate termination benefit program is in 
place. Management has used these arrangements to estimate a 
liability for its planned workforce reduction based on its em- 
ployee requirements after the restructuring, as outlined in its 
formal plans. The estimate could be significantly different if 
the key assumptions used by management for major determi- 
nants of the estimate vary from those planned. The Corporation 
made significant assumptions in preparing this estimate, in- 
cluding: interest rates for discount factors for the non-current 
portion of the liability, planned date of termination for all 
employees and the number of terminations. 


iH. 


. Related party transactions 


The Corporation is related in terms of common ownership to 
all Government of Canada created departments, agencies and 
Crown corporations. The Corporation enters into transactions 
with these entities in the normal course of business. In addition 
to these transactions, the Government of Canada provides 
funding to the Corporation as described in Note 4. 


Commitments and contingencies 


(a) The total amount required to complete contracted capital 
assets under construction at December 31, 1996 is esti- 
mated to be $659 (1995—$705). 


(b) The Corporation makes use of property which is available 
through operating leases. The minimum annual lease pay- 
ments are as follows: 1997—$1,100; 1998—$704; 
1999—$471; 2000—$47; and 2001—3$48. 
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(c) The Corporation charters vessels to complement its exist- 
ing fleet. The minimum annual vessel charter payments are 
as follows: 1997—$2,846. 


(d) The Corporation is in receipt of claims estimated at $4,700 
(excluding Note 11 (g)). Management has recognized as an 
accrual their best estimate of the liability and they do not 
foresee this being materially higher in the near term. 


(e) The Corporation has guaranteed the bank indebtedness of 
Newfoundland Dockyard Corporation, a subsidiary. The 
bank indebtedness position of Newfoundland Dockyard 
Corporation as at December 31, 1996 is $1,444 (1995— 
$302). 


(f) The Corporation’s bank has provided a letter of credit in 
favour of Workplace Health, Safety and Compensation 
Commission of New Brunswick to guarantee payment of 
future liabilities in the amount of $4,500. Management’s 
has not recognized any costs that will be associated with 
future workers’ compensation benefits. There are four 
provinces to which the Corporation will have future liabili- 
ties for past injury claims. It is expected that these costs 
will be significant given that total payments in 1996 for 
these claims was $1,700 (see also Note 2 (j) (ii)). 


(g) The Corporation has provided five letters of guarantee in 
the total amount of $967, to five creditors of a charter 
company. The guarantees were given to obtain the release 
of a vessel of the Corporation from arrest, which occurred 
when the company that had the vessel under charter went 
bankrupt. The Corporation has guaranteed to pay the credi- 
tors certain claims when and if they are deemed by the 
courts to be valid. 


. Pensions 


The Corporation maintains a defined benefit pension plan 
covering substantially all of its employees. Benefits generally 
are based on employees’ length of service and rate of pay. The 
last actuarial valuation as at December 31, 1995 identified a 
net surplus for the plan. 


The present value of pension plan benefits and current pen- 
sion expense are actuarially determined based on assumptions 
provided by the Corporation’s management. The most signifi- 
cant of these are an interest rate of 8.0% (1995—8.0%) and 
wage increase of 5.0% plus merit increases (1995—5.0% plus 
merit increases). Differences in actual future interest rates and 
wage increases could result in materially different pension 
obligations. 


The Corporation’s pension costs and obligations as at 
December 31 consist of: 








1996 1995 
Pension fund assets 
(marketivalue)t segs aeiacitens nie tbe ake 438,112 385,028 
Pension 
ObligationSsas.aa cues sete eee eee 370,377 368,040 
Determination of pension expense 
for the year is calculated as: 
Current service 
COSU Hae race vccsiayade clavarsievenctene ielomenenntekete 4,366 4,406 
Interest on pension 
Ob QAtiONS A. Ree ehs 2 tol tareenese oles 27,071 27,685 
Return on 
fUTAtASSEISH OR tance aes eee (29,662) (27,515) 
Other eo. Lena. See eee (584) 3,253 
Pensionexpense seers erie iene 1,891 7,829 








The cumulative difference of $1,892 (1995—$1,151) be- 
tween the amounts expensed and funding contributions is 
included in the balance sheet as a current asset. 


A partial curtailment of the pension plan will occur in 1997 
due to restructuring activities initiated in 1996. A net gain of 
$6,254, resulting from the curtailment, has been accounted for 
as a reduction in the provision for restructuring costs in 1996 
(see also Note 8). 


. Subsequent event 


In January 1997 the Corporation reached an agreement-in- 
principle to sell the shares of its wholly-owned subsidiary, 
Coastal Transport Limited, to an executive of the Corporation. 
Aproval of the sale of this subsidiary has not yet been obtained 
from the Government of Canada and therefore the agreement 
between the purchaser and the Corporation has not been final- 
ized. Accordingly, the subsidiary’s accounts are consolidated 
in the preparation of the Corporation’s financial statements 
(see also Note 2 (a)). 





MONTREAL PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID ANDERSON, P.C., M.P. 
MINISTER OF TRANSPORT 


We have audited the balance sheet of Montréal Port Corporation 
as at December 31, 1996 and the statements of earnings, contributed 
capital and retained earnings and of changes in financial position 
for the year then ended. These financial statements are the respon- 
sibility of the Corporation’s management. Our responsibility is to 
express an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


BALANCE SHEET 
AS AT DECEMBER 31, 1996 
(in thousands of dollars) 
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In our opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. 


Furthermore, in our opinion, the transactions of the Corporation 
that have come under our notice in the course of our examination 
of the financial statements have been, in all significant respects, in 
accordance with Part X of the Financial Administration Act and 
regulations, and with the charter and by-laws of the Corporation. 


Samson Bélair 
Deloitte & Touche 
Chartered Accountants 


Montréal, Canada 
January 31, 1997 











ASSETS 1996 1995 





Current assets 
Sasi ee errata nc it isa teie aoountane wae 176 a7 








LIABILITIES 1996 1995 





Current liabilities 
Accounts payable and accrued liabilities 




















Short-term investments (Note 3)............. 35,971 42,350 CINTO GEES) terest ne cham. iene ee ston necactotertc 12,285 10,913 
INGEOUNtS TECELV AD OG ameere aciuniensraricie seve cies 11,006 13,048 Grants in lieu of municipal taxes............ 494 3,260 
Materialsand suppliesmmeciiance em aes re 776 686 12,779 14,173 
47,929 56,455 Accrued employee benefits ............-..-+- 4,563 4,789 
Long-term investments (Note 3).............-. 43,419 27,209 Loans from the Government of Canada 
BIxed! aSSetsi(NOLe 4) em ei tem(eicise sets chet tvue ane 158,725 159,155 OEY ee Se eet a 2.242 2,903 
Dekerred COStS waren einer ere nacas ie ns eran aint S82 567 = 
19,584 21,865 
@themasseisuva ewer ie artistes rota ncncsctaaie 268 388 
EQUITY OF THE GOVERNMENT OF CANADA 
Contributed cap italien mrieeceers cre teete rae 153,919 153,919 
Retainedreanin g Siem rn eee tenemr rt eee 77,370 67,990 
231,289 221,909 
250,873 243,774 250,873 243,774 








Approved by the Board: 


RAYMOND LEMAY 
Chairman 


DOMINIC J. TADDEO 
President and Chief Executive Officer 
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MONTREAL PORT CORPORATION—Continued 


STATEMENT OF EARNINGS 
YEAR ENDED DECEMBER 31, 1996 
(in thousands of dollars) 


















































STATEMENT OF CHANGES IN FINANCIAL POSITION 


YEAR ENDED DECEMBER 31, 1996 
(in thousands of dollars) 








Operating activities 


Netiearnings) <tsrt ese eta Crees rel Sorrere 


Items not affecting cash 
Depreciation of fixed 


Gain on disposal of 


fIixed!'ASSEtS. AK. nie SO ere es he alatarats 


(Decrease) increase in accrued 


employee Denerits arctan ater tira 


Changes in non-cash operating working 


Capitaluitems) (NOte)) pamela e ter: 


Financing activities 
Repayment of current portion 
of loans from the Government 


Of Canadas sais sce ti. croreuel ee ueraretenentigieas 
Dividendsipaid’ ee tds cetetonn se etait 


Investing activities 
(Decrease) increase in long-term 


INVESEMENTSS 25 crerscccae ahettenatstene oieretare as ares 
Acquisition oftixed assets. yin tier rye 
Disposaloteixedtasset ster ritiantn erent: 
Decrease in other assets. a -ccice o-lieee rs 


Neticashi(outflow) intl wie tear) -icnlenrera en 
Cash position, beginning of year.............. 


Cashipositiony endor years. - cere tent 


Represented by 



































1996 1995 
Revenue from operations ..................-. 56,174 54,584 
Operating and administrative expenses......... 37,180 36,043 
Depreciationvofitixediassets premiere: 11,141 10,903 
Grants in lieu of municipal taxes.............. 1,793 4,133 
50,114 51,079 
Eamings from operations) a.) irs cise 6,060 3,505 
Investment reyenlicnaeeamiete cer eiercritac nr 5,762 5,803 
INetiearnin Siieyern cutenesrereteiesareieiskes sbslnrershsteie rots 11,822 9,308 
STATEMENT OF CONTRIBUTED CAPITAL 
AND RETAINED EARNINGS 
YEAR ENDED DECEMBER 31, 1996 
(in thousands of dollars) 
1996 1995 
Contributed capital 
Balance, beginning and end of year.......... 153,919 153,919 
Retained earnings 
Balance, beginning of year aa- yee tee ele 67,990 60,935 
INetieatmin gs smmetran itt ieisters teyoetenctare 11,822 9,308 
Dividends’. cancers see ete tener meters rare (2,442) (2,253) 
Balance, endiotiveatarmaia mittee erect ieretne 77,370 67,990 








1996 1995 
11,822 9,308 
11,141 10,903 
35 34 
230 415 
(226) 722 
23,002 21,382 
519 55 
23521 21,437 
(622) (586) 
(2,442) (2,253) 
(3,064) (2,839) 
(16,210) 386 
(11,361) (11,760) 
420 6 
120 199 
(27,031) (11,169) 
(6,574) 7,429 
42,721 35,292 
36,147 42,721 
176 371 
35,971 42,350 
36,147 42,721 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996 
(tabular amounts only are in thousands of dollars) 


1. Status and nature of activities 


The Montréal Port Corporation (the Corporation) was incor- 
porated by letters patent in accordance with subsection 6.2 (1) 
of the Canada Ports Corporation Act on July 1, 1983. 


Under Section 6.5 of the same Act, on the establishment of 
a local port corporation, all rights, obligations and liabilities 
of the Canada Ports Corporation in relation to that harbour 
shall become rights, obligations and liabilities of the local port 
corporation and the administration of all such property and 
works within the limits of that harbour administered by the 
Board shall be deemed to have been transferred to the local 
port corporation, in this case the Corporation. 


. Accounting policies 


The financial statements have been prepared in accordance 
with generally accepted accounting principles and include the 
following significant accounting policies: 


Investments 


Investments are shown at amortized cost, with premiums or 
discounts amortized over their periods to maturity. 


Materials and supplies 


Materials and supplies are valued at the lower of cost and 
replacement cost. Cost is determined substantially on an aver- 
age cost basis. 


Fixed assets 


Fixed assets are recorded at original cost with related accu- 
mulated depreciation transferred from Canada Ports 
Corporation; subsequent acquisitions are recorded at cost. 


Depreciation is calculated according to the straight-line 
method for the full year, commencing in the year the asset 
becomes operational, using rates based on the estimated useful 
lives of the assets. 


Deferred costs 


Deferred costs are composed of costs incurred to deepen the 
St. Lawrence River from Montréal to Saint-Augustin. These 
costs are amortized over 20 years. 


Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by the 
Government of Canada. Contributions to the plan are required 
from both the employees and the Corporation. These contribu- 
tions represent the total liability of the Corporation and are 
recognized in the accounts on a current basis. 


Grants in lieu of municipal taxes 


Grants in lieu of municipal taxes are based on estimated 
municipal assessments adjusted in accordance with the Mu- 
nicipal Grants Act. Grants are paid after the amounts have 
been audited by the Municipal Grants Division of Public 
Works Canada. Any adjustments upon finalization are re- 
flected in the accounts in the year of settlement. 


Employee benefits 


The Corporation accrues in its accounts the estimated liabili- 
ties for severance pay, annual leave, sick leave and overtime 
compensatory leave, which are payable to its employees in 
subsequent years under collective agreements or in accordance 
with Corporation policy. 


. Investments 


Funds are invested in direct and guaranteed securities of the 
Government of Canada. As at December 31, 1996, the market 
value of short-term investments is equivalent to their amor- 
tized cost, and the market value of long-term investments is 
$50,974,070 ($33,234,472 in 1995). 
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MONTREAL PORT CORPORATION—Continued 


NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996—Continued 


4. Fixed assets 





1996 
Depreciation Accumulated 
rates Cost depreciation 
% $ $ 
Doan ds, case's treichale eyaetasst sa, aecqereteccyhsystsy sot ARN TN Teeter axes tei 50,864 
Dred frit ge 2toc sete tree Rertereh ete to acral ones epee ne oiat ocd pea imeat cena 2.5-10.0 16,178 14,644 
Berthing:stmenrest ay ie oe eae tear erent ete 2.5-10.0 63,817 48,086 
Buildings. Sait ccnastepsheoshseyobrucigs teeter sacar ferekal iene ok ne. oeuacieee 2.5-10.0 69,410 41,176 
WWtilities 3, ieeyie to sere. sata es cee aa ey canis Sete mete hy aise a 3.3-20.0 23,033 13,013 
Roads:and surfaces. cancer acne en rarer fine ay 2.5-10.0 80,825 37,957 
Machinery andlequipmnemt srr etayer-tivrserels tiene erecta dietey) ata 5.0-33.3 63,235 37,274 
Officeumiturerandiequipmentwr cere tere eter nite 20.0-33.3 10,674 7,974 
378,036 220,221 
Projects undericonstruchoneme rere crater tert t kr 910 
378,946 220,221 














5. Accounts payable and accrued liabilities 
1996 1995 
$ $ 
Current portion of loans from the 
Government of 
Gariadae ec .puccoversesteea aceiaca caiautt scans aeneReyere ye 661 622 
Deferred. revenue enna net ae sere 469 931 
OMEN 5 Ae Waters cere Tas toate Wie ateeNe sale PISS 9,360 
12,285 «10,913 
6. Loans from the Government of Canada 
1996 1995 
$ $ 
Loans, 6.25%, payable to 2000 in 
annual instalments of $842,561 
INClUGINe ANnteresteenm eee acre eeaeterene 2,903 35525 
Current: portlonaeircesine se react 661 622 
2,242 2,903 





Principal repayment requirements over the next four years 
are as follows: 


$ 
Oh matinco. spain oan OnmnA GAN or GUGnODEso one OOo UU 661,128 
VOOR reece everyanc rors tare nate chee Wsuer ale ae moe ieteroiious Moe eee 702,449 
19 Q9 acorn is seievadorerone etude doar ehepaisnrc | stcroedresralre atone toaret 746,352 


PAO Ue rrrctmian ciocad.0o Sera c rice DOCG our choot 7923999 





1995 
Net Net 
book value book value 
$ $ 

50,864 $0,721 
1,534 1,819 
15,731 16,624 
28,234 29,267 
9,920 8,550 
42,868 41,194 
5,964 7,729 
2,700 2,457 
157,815 158,361 
910 794 
158,725 159,155 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996—Concluded 


Te 


8. 














Changes in non-cash operating working capital items 
1996 1995 
$ $ 
INGO MNS HAVEN Amor non gcnanusdeoe 2,042 (1,217) 
Matemal sian disupplleSjr.perbasiys erie eie cis (90) 52 
Accounts payable and accrued 
liabilities, net of current 
portion of loans from the 
Gavermment of Canada... .e. ease. 1333 1,926 
Grants in lieu of municipal 
TALES EM rodney oes tomes et anode (2,766) (706) 
519 5) 
Contingencies 


Claims aggregating approximately $3,200,000 in respect of 
lawsuits and guarantees related to the Corporation’s property 
have been made against the Corporation but are not reflected 
in the accounts. In the opinion of the Corporation, its position 
is defensible and the final outcome of such claims should not 
result in any material loss. 


. Commitments 


(a) Contractual obligations for the completion, construction 
and purchase of property, plant and equipment are esti- 
mated at $321,000. 


(b) In accordance with a policy concerning payment of divi- 
dends to the Canadian government, the Corporation would 
be required to pay a dividend, in respect of the 1996 fiscal 
year, based on a method of calculation using net earnings. 
This dividend, payable before March 31, 1997, would 
amount to approximately $3,196,656 for 1996 and would 
be applied against retained earnings. 


. Related party transactions 


In the ordinary course of business, the Corporation enters 
into transactions with related parties, including the Govern- 
ment of Canada and its agencies and other Crown corporations. 


The Corporation derives revenue from related parties prin- 
cipally from grain warehousing for an amount of $1,425,000 
($2,253,000 in 1995), switching charges of $1,061,000 
($762,000 in 1995), wharfage revenues of $494,000 ($516,000 
in 1995) and rental revenues of $1,202,000 ($1,650,000 in 
1995). The expenses paid to related parties are principally 
reimbursements to Canada Ports Corporation for head office 
charges related to the Corporation for an amount of $2,914,000 
($1,611,000 in 1995). 


The Corporation has accounts receivable of $413,000 
($1,898,000 in 1995) and accounts payable of $896,000 
($1,177,000 in 1995) with the same related parties. 


. Prior year figures 


Certain of the prior year’s comparative figures have been 
reclassified to conform to the current year’s presentation. 
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MANAGEMENT RESPONSIBILITIES 


The Board of Trustees, which is responsible for, among other 
things, the financial statements of the Corporation, delegates to 
Management the responsibility for the preparation of the financial 
statements and the annual report. Responsibility for their review is 
that of the Audit Committee of the Board of Trustees. The financial 
statements were prepared by Management in accordance with gen- 
erally accepted accounting principles and include estimates based 
on Management’s experience and judgement. The financial state- 
ments have been approved by the Board of Trustees of the 
Corporation on the recommendation of the Audit Committee. Other 
financial and operating information appearing in this annual report 
is consistent with that contained in the financial statements. 


Management maintains books and records, financial and manage- 
ment control and information systems designed in such a manner as 
to provide reasonable assurance that reliable and accurate infor- 
mation is produced on a timely basis and that transactions are in 
accordance with the National Arts Centre Act and by-laws of the 
Corporation. 


The Board of Trustees of the Corporation is responsible for 
ensuring that Management fulfils its responsibilities for financial 
reporting and internal control, and exercises this responsibility 
through the Audit Committee. The Audit Committee discharges the 
responsibilities conferred upon it by the Board of Trustees, and 
meets on a regular basis with Management, and with the Auditor 
General of Canada, who has unrestricted access to the Committee. 


The Auditor General of Canada conducts an independent audit of 
the financial statements of the Corporation in accordance with 
generally accepted auditing standards and reports on the results of 
that audit on an annual basis. ; 


Cy Cook 
Chief Financial Officer 


AUDITOR’S REPORT 


TO THE CHAIR OF THE BOARD OF TRUSTEES 
NATIONAL ARTS CENTRE CORPORATION 


I have audited the balance sheet of the National Arts Centre 
Corporation as at August 31, 1996 and the statements of operations, 
equity of Canada and changes in financial position for the year then 
ended. These financial statements are the responsibility of the Cor- 
poration’s management. My responsibility is to express an opinion 
on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
August 31, 1996 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
October 23, 1996 
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BALANCE SHEET AS AT AUGUST 31, 1996 
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ASSETS 1996 1995 
$ $ 
Current 
Cash and short-term 
HELV-ES ENE TEST UN OLEIS) infers axcra hruakesiereie seit 4,914,855 2,691,315 
NGS IAG noanaceadnocanuvousnane 2,536,634 1,226,387 
Parliamentary appropriation 
KeCelvabic (NOle =) ieee terre r eri eee 1,451,750 3,162,000 
IentOTICS we wera eR aki oa cl clesnainsisracets sgscd eave 362,632 501,767 
PRa PUNT eRe sonoogwccouseuooeee 912,323 962,843 
STEM ATCNOXP else Swinney aaien cratic cmrac cence 172,140 108,129 
10,350,334 8,652,441 
@apitaltassets (Note?) Srrse sca alee neces: 9,490,834 10,756,095 
19,841,168 19,408,536 


LIABILITIES 


Current 
Accounts payable and accrued liabilities 
(ONSIOTY 8) coon eect sera GEER AEA RCs oeelar Ae 
Employee termination benefits payable 
(ING tes8)) Beran isto cts tircnecieagas-mnenes 
BEM Sie QUMENS sn onnsdocascnanooanone 
Weterredtievenlic enter tartrate 


Long-term portion of provision 
for employee termination benefits........... 


EQUITY OF CANADA 


ESQUIUTby artes jamirc ome ntiys ress Aes ay nee 
National Arts Centre Foundation (Note 6)...... 
Artistic Development Fund (Note 7)........... 














1996 1995 
$ $ 

5,045,075 35173,693 
99,440 1,277,000 
349,000 
4,037,887 33357,933 
9,182,402 8,157,636 
909,716 892,689 
10,092,118 9,050,325 
9,489,861 10,125,936 
160,293 168,479 
98,896 63,796 
9,749,050 10,358,211 
19,841,168 19,408,536 





Approved by Management: 


CY COOK 
Chief Financial Officer 


KIK SANG BONG 
Director of Finance 


Approved by the Board of Trustees: 


JEAN THERESE RILEY 
Chair 


ANDREW D. M. OGARANKO 
Member of Board and Chair of Audit Committee 


A — 266 


NATIONAL ARTS CENTRE CORPORATION—Continued 


STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED AUGUST 31, 1996 














Revenue 

Performing arts programmes 

(Schedule) peieivets esto earner 
Commercial services (Schedule 2)........... 
Programme support serviceS...........++-+. 
ANterestre venues sitters lee elie aerietotererneiens 
Artistic Development Fund—Net 

Pevenue (NOtE, 7), sera ached sieve eal ateabel stelle 


Expenses (Schedule 3) 
Performing arts programmes 
(Schedulevl)iqanere spies lets cecetete erate 
Commercial services (Schedule 2)........... 
Operation of the buildings.................. 
Programme support serviceS............+.+-- 
(AdministrativersenviGeS sani eiieleisinie tls arte 
Board of Trustees (Note 9) ..............0.- 
25" Anniversary—Expenses............-+-- 
National Arts Centre Foundation—Net 
expenses (Note 6) .........-c0--eecseree 


Excess of expenses over revenue before 
restructuring COsts)srme eee sensor vieK estate 
Restructuring costs (Note .8)i.0.--- 2... s- <= i- 


Excess of expenses over revenue.............. 




















1996 1995 
$ $ 

7,838,364 8,777,910 
Teaild.535 8,208,581 
274,307 314,420 
233,328 293,880 
35,100 63,796 
51,414 16,380 
15,750,048 17,674,967 
14,697,686 16,266,618 
5,481,569 6,356,979 
8,010,058 7,430,053 
2,836,161 3,138,233 
4,050,088 3,673,069 
174,811 108,014 
90,000 
8,186 14,509 
35,258,559 37,077,475 
19,508,511 19,402,508 
~ 1,021,000 
19,508,511 20,423,508 





STATEMENT OF EQUITY 
FOR THE YEAR ENDED AUGUST 31, 1996 





Balance at beginning of the year.............. 
Parliamentary appropriation (Note 5).......... 
Excess of expenses over revenue............-- 


Transfer from reserve 


for 25" anniversary. 


Transfer of net revenue of the Artistic 


Development Fund . 


Transfer of net expenses of the 
National Arts Centre Foundation............ 


Balance at end of year 








1996 1995 
$ $ 
10,125,936 9,869,396 
18,899,350 20,639,335 
(19,508,511) (20,423,508) 
90,000 
(35,100) (63,796) 
8,186 14,509 
9,489,861 10,125,936 





NATIONAL ARTS CENTRE CORPORATION—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED AUGUST 31, 1996 








Operating 


Excess of expenses over revenue ......... 


Items not affecting funds 


PIN ORLIZALIO MM peace tannin comueletarcaiert 


Provision for employee termination 


IDGMCTIES a Premteras tcgns joe ere ate vis uesm renee 
Gain on disposal of capital assets....... 


Change in non-cash operating assets 


andliabilitieswririr cles ster ete ao ahora 


Financing 


Parliamentary appropriation received...... 


Investing 


Additions to capital assets: <= 2.2.2.4. 


Increase(decrease) in cash position ......... 
Cash position at beginning of year.......... 


Gashipasition at end of yeati.j...2. 5-1-4 a. 


Composed of: 


Cash and short-term investments ......... 
Banks indebtedness acc ae. oc -r- ya meene eae 








(19,508,511) 
Zo O02 Ae 


17,027 
(875) 


(20,423,508) 
2,802,361 


(155,603) 
(C727) 





(16,990,142) 


189,163 


(17,778,477) 


1,029,604 





(16,800,979) 


(16,748,873) 























20,609,600 15,584,000 
(1,236,081) (2,329,164) 
2,572,540 (3,494,037) 

2342 35 5,836,352 

4,914,855 2,342,315 

4,914,855 2,691,315 

(349,000) 

4,914,855 2,342,315 
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NOTES TO FINANCIAL STATEMENTS 
AUGUST 31, 1996 


1. Objectives and operations 


The National Arts Centre Corporation (the "Corporation") 
was established in 1969 pursuant to the National Arts Centre 
Act and is not subject to the provisions of the Income Tax Act. 
Pursuant to Section 85 (1) of Part X of the Financial Adminis- 
tration Act, Divisions | to IV of Part X do not apply to the 
Corporation. 


The objectives of the Corporation are to operate and main- 
tain the National Arts Centre, to develop the performing arts 
in the National Capital Region, and to assist the Canada Coun- 
cil in the development of the performing arts elsewhere in 
Canada. 


In furtherance of its objectives, the Corporation may arrange 
for and sponsor performing arts activities at the Centre; en- 
courage and assist in the development of performing arts 
companies resident at the Centre; arrange for or sponsor radio 
and television broadcasts and the showing of films in the 
Centre; provide accommodation at the Centre, on such terms 
and conditions as the Corporation may fix, for national and 
local organizations whose objects include the development and 
encouragement of the performing arts in Canada; and, at the 
request of the Government of Canada or the Canada Council, 
arrange for performances elsewhere in Canada by performing 
arts companies, whether resident or non-resident in Canada, 
and arrange for performances outside Canada by performing 
arts companies resident in Canada. 


With a view to achieving the objectives, the Government of 
Canada has leased without charge the National Arts Centre 
building complex to the Corporation for a period expiring 
May 31, 1997. The Corporation is responsible for the opera- 
tion and maintenance of the building. 


. Significant accounting policies 


(a) Short-term investments 


Short-term investments are valued at the lower of cost and 
market value. 


(b) Inventories 


Inventories are valued at the lower of cost and net realiza- 
ble value for restaurants’ supplies or replacement cost for 
food and beverages. 


(c) Programmes in progress 


Direct costs, including advances to performing companies 
and artists, incurred prior to the end of the year for pro- 
grammes in progress are deferred and charged to expenses 
in the year in which the programmes terminate. Indirect 
costs and common services not attributable to particular 
performances are charged to expenses in the year in which 
they are incurred. 


(d) Capital assets 


Capital assets are recorded at cost. Amortization is calcu- 
lated on the straight-line method as follows: 


Building—!’ Atelier 20 years 
Equipment 3, 5 and 7 years 
Leasehold improvements 10 years 
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NATIONAL ARTS CENTRE CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
AUGUST 31, 1996—Continued 


(e) Deferred revenue 


Revenue from tickets sold prior to the end of the year for 
programmes in progress and revenue for hall rentals are 
deferred and credited to revenue in the year in which the 
programmes terminate. Revenue from gift certificates and 
exchange vouchers is deferred until the certificates and 
vouchers are redeemed. Gift certificates and exchange 
vouchers not redeemed within three years of the year of 
their issuance and a percentage of those less than three 
years old are credited to revenue. 


(f) Operating expenses 


Expenses relating to performing arts programmes and com- 
mercial services do not include costs relating to building 
and equipment maintenance, utilities and administrative 
services. 


(g) Pension plan 


Employees of the Corporation participate in the Public 
Service Superannuation Plan, administered by the Govern- 
ment of Canada. Contributions to the Plan are required by 
both the employees and the Corporation on an equal basis. 
The Corporation’s contributions represent the Corpo- 
ration’s total obligation and are recorded as they become 
due. 


The Corporation is not required under present legislation 
to make contributions with respect to employees for actu- 
arial deficiencies of the Public Service Superannuation 
Account. 


(h) Employee termination benefits 


Employees of the Corporation are entitled to specified 
benefits on termination as provided for under their respec- 
tive contracts and conditions of employment. The liability 
for these benefits is recorded as the benefits accrue to the 
employees. 


Parliamentary appropriation 


(i 


~— 


The Corporation credits to equity each month one-twelfth 
of the approved appropriation. The parliamentary appro- 
priation approved for the period from April 1 to August 31, 
is in respect of the Government of Canada’s fiscal year 
ending on March 31 of the following year. Accordingly, the 
portion of the amount received to August 31, which is in 
excess of 5/12ths of the appropriation, is deferred to the 
following year. Similarly, the portion of the amount re- 
ceived to August 31, which is less than s/12ths of the 
appropriation, is recorded as a receivable. 


A portion of the Parliamentary appropriation is for the 
financing of major repairs and improvements to the Na- 
tional Arts Centre buildings. The relevant amounts are 
based on the Corporation’s five-year plan for major work 
projects submitted to Treasury Board. 


3. Restricted funds 


Cash and short-term investments included $62,917 (1995— 
$49,082) for National Arts Centre Orchestra Trust Fund 
$58,230 (1995—$54,255) for National Arts Centre Orchestra 
Tour Fund, and $1,862 (1995—$2,697) for Trudi LeCaine 
Fund. The same amounts were also included in Accounts pay- 
able and accrued liabilities. 


4. 


nn 


Capital assets 








1996 1995 

Accu- Net Net 

mulated book book 

Cost amortization value value 

$ $ $ $ 
Mandkt5;.acraeewen ee 90,000 90,000 90,000 
Building—l’Atelier . . . 298,069 222,913 75,156 90,059 
Equipments. 7,421,774 5,579,820 1,841,954 1,879,349 
Leasehold 

improvements ..... 26,366,871 18,883,147 7,483,724 8,696,687 





34,176,714 24,685,880 9,490,834 10,756,095 








. Parliamentary appropriation receivable (deferred) 











1996 1995 
$ $ 
Balance at beginning of year............. 3,162,000 (1,893,335) 
Credited to equity 
== Operalonsen aaa. eee ys 16,861,017 18,538,835 
—RMajor repairs and 
MSN NS A oonnoooodan Geno cer 2,038,333 2,100,500 
18,899,350 20,639,335 
Received during the year................ (20,609,600) (15,584,000) 
Balancevatiend Of year ey ereiaceisl letra eters 1,451,750 3,162,000 








6. National Arts Centre Foundation 


The National Arts Centre Foundation is a fund that was 
established in 1992 for the purpose of recognizing, stimulating 
and promoting excellence in the creation and performance of 
the arts of the stage by the award of bursaries, prizes and 
grants. On November 4, 1994, the Corporation decided to dis- 
continue the Foundation, subject to the application of all 
remaining monies in the fund for its original purposes. 


A summary of the transactions related to the fund is provided 
below: 














1996 1995 
$ $ 
Balance at the beginning of year.......... 168,479 182,988 
Interest TEVENUE sso sc) ce cls wat awe ermianesare 10,389 10,140 
Bursaries, prizes and grants.............. (18,024) (17,500) 
Administrative expensesio s+ se ssc i (551) (7,149) 
INetexpenses emai rae ener (8,186) (14,509) 
Balancelat end of year ery. eit atten cites 160,293 168,479 
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NOTES TO FINANCIAL STATEMENTS 
AUGUST 31, 1996—Concluded 


Le 


8. 


Artistic Development Fund 


On November 4, 1994, the Corporation decided that a fund, 
to be known as the "Artistic Development Fund", be set up for 
the purpose of recognizing, stimulating and promoting excel- 
lence in the creation and performance of the arts of the stage 
by the award of bursaries and prizes to worthy recipients and 
by grants for worthy projects. 


A summary of the transactions related to the Fund is pro- 
vided below: 








1996 1995 
$ $ 

Balance at the beginning of year .......... 63,796 

JON AUONS Mera inoe ys cehetes Gisie Goatees Owen ee 84,519 258,683 
ITICELE SLITS VENUS cy ee ae inintie caste ne eie eee 1,890 

Biundraisin pe xPensesae jer ti ny ein ete (38,954) (134,711) 
Adm Mistrauve Gxpensesmr acuta cient (12,355) (60,176) 
INetstevenuceariae oe oe eee eee ees 35,100 63,796 
Balancerdtiendeotsy catenin) acter eters 98,896 63,796 








Restructuring costs 


As part of a plan to reduce operating costs, the Corporation 
decided on June 2, 1995, to reduce the human resources costs 
through voluntary retirements and layoffs. The total estimated 
cost of the severance packages is $1,277,000 incurred in 1994- 
95 and before. The Corporation recovered $377,600 from the 
Central Reserve established by Treasury Board in March 1996. 


. Board of Trustees’ expenses 


The increase in the Board of Trustees’ expenses of $66,797 
in 1995-96 is due to the development and implementation of 
an internal corporate re-organization which gave rise to addi- 
tional meetings of the Board and its Committees. Furthermore, 
costs were incurred by the Board for the search of a Chief 
Executive Officer, a Chief Financial Officer and a Music Di- 
rector. 


. Related party transactions 


In addition to transactions outlined in Note 5, the Corpo- 
ration is related in terms of common ownership to all 
Government of Canada-created departments, agencies and 
Crown corporations. 


During the year, in the normal course of business and on 
normal trade terms applicable to all individuals and enter- 
prises, the Corporation incurred expenses totalling $753,580 
(1995—$732,443) for utility, facilities and telephone services 
provided by other government departments and agencies and 
earned revenue totalling $939,270 (1995—$955,630) from 
special grants from, and restaurants’ sales to, other govern- 
ment departments and agencies. 


We 
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Contingencies 


The Corporation is the claimant or defendant in certain 
pending claims and lawsuits. In Management’s opinion, the 
outcome of these actions is not likely to result in any material 
liabilities. 


. Comparative figures 


Certain figures for 1995 have been reclassified to conform 
to the presentation adopted this year. 
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NATIONAL ARTS CENTRE CORPORATION—Concluded 


SCHEDULE OF REVENUE AND EXPENSES— 
PERFORMING ARTS PROGRAMMES 



































SCHEDULE OF EXPENSES BY CATEGORY 

















FOR THE YEAR ENDED AUGUST 31, 1996 SCHEDULE 3 
1996 1995 
$ $ 

Salaries, wages and employee 
[it UL e MR eee AO tao one Umea rs 12,803,021 14,060,579 
Performers’ fees and expenses................ 7,860,877 8,429,895 
AmoOrtizatiOnie.. svensec cca orebalSckans hekneterete 2,502,217 2,802,361 
Repairsandimaintenance agects oer eile 2,475,258 1,582,502 
Advertising and promotion ................+-. 2,072,379 2,096,046 
Cost of sales—Commercial services........... 1,960,475 2,251,892 
Utilities ae eR es soe ere re caine 1,476,842 1,469,955 
Professional fees and expenses .............-. 1,261,743 964,225 
Artistic co-production expenses .............. 649,952 1,072,588 
Productloniex Peuses tacit etselie ele ears caer 676,772 601,521 
OfficerexpenSesseraet- erties oe eked tater ere 540,475 643,143 
Commissions and service charges............. 287,643 288,752 
Eurnitirerandiequipmientaac-i)1iarett titer 210,558 137,844 
Travel and duty entertainment................ 181,514 364,254 
Telecommunicaionsee eee eee 144,274 150,918 
TnSUPAnCeacss ANSE Rasa othe ste essiekel iste eros srsceto ie 67,898 70,142 
Warehouse Tenth criss ee cious /elcl sie,a lieve =inis 50,247 48,041 
OEE rcp atta itu seit toate noevars 36,414 42,817 
35,258,559 37,077,475 


























FOR THE YEAR ENDED AUGUST 31, 1996 SCHEDULE 1 
1996 1995 
$ $ 
Revenue 
1, IVs (Oe Pe or ee ERS Pari bnitier ots 3,025,580 3,222,781 
Theatre ho.nctos ee eae create: st lcetoren tei 1,941,576 1,990,462 
Reéntalof halls han. sae crash rece 1,601,625 1,895,389 
Dances. Sa. Calis ee te eee 1,102,801 1,360,252 
Specialieventsseaerira-tio eerie teeter there 164,695 303,654 
TElEVISIO Baas arcvetecc donee or nee eres: hombre 2,087 Se 
7,838,364 8,777,910 
Expenses 
IMUSIOUn ae Setrlony hese eRe Cree 6,623,382 7,445,176 
SY er liy eee eee er Ome aa ite, Aen oars Werroe ae 4,202,733 4,512,303 
Rentaltofthalisy.... stone ciel. steverseeetestetecnens 855,938 1,116,010 
DAnNGe se erage escalate aiciate se tet cae teagan 2,476,574 2,296,232 
Specialic vents aerial tetera tte raise rer 197,752 363,159 
Television sackman s see ere cieriers 269,439 394,218 
Artistic administration: ..... «02sec 71,868 139,520 
14,697,686 16,266,618 
Excess of expenses Over revenue.............- 6,859,322 7,488,708 
SCHEDULE OF REVENUE AND EXPENSES— 
COMMERCIAL SERVICES 
FOR THE YEAR ENDED AUGUST 31, 1996 SCHEDULE 2 
1996 1995 
$ $ 
Revenue 
Restaurants, ccnestouretache cocker weion ter ks 5,343,692 6,087,285 
(Ghiclieo ogee Sonn dOvD od maGtiL Ts conn 1,973,843 2,121,296 
TEMIESES) 8,208,581 
Expenses 
Restaurantsey saci rites steicessiacereweeevaenetpedehe 5,012,074 5,896,036 
(hig: \ ieee autos apSee maonooe uno Mupe an Oe 469,495 460,943 
5,481,569 6,356,979 
Excess of revenue Over expenseS.............. 1,835,966 1,851,602 





NATIONAL CAPITAL COMMISSION 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL 
REPORTING 


The accompanying financial statements of the National Capital 
Commission are the responsibility of management and have been 
approved by the members of the Commission. These financial state- 
ments have been prepared by management in accordance with 
generally accepted accounting principles and, where appropriate, 
they include amounts that have been estimated according to man- 
agement’s best judgement. 


Management has developed and maintains books of accounts, 
records, financial and management controls and information sys- 
tems. These are designed to provide reasonable assurance that the 
Commission’s assets are safeguarded and controlled, that resources 
are managed economically and efficiently in the attainment of 
corporate objectives, and that transactions are in accordance with 
Part X of the Financial Administration Act and regulations, the 
National Capital Act and the by-laws of the Commission. Internal 
audits are conducted to assess the performance of information 
systems and management controls and practices. 


The Commission’s external auditor, the Auditor General of 
Canada, has audited the financial statements and has reported on his 
audit to the Commission and to the Minister of Canadian Heritage. 


The members of the Commission carry out their responsibilities 
for the financial statements principally through the Corporate Audit 
and Evaluation Committee, which consists of members of the Com- 
mission only. The Corporate Audit and Evaluation Committee meets 
periodically with management, as well as with the internal and 
external auditors to discuss the results of the audit examinations 
with respect to the adequacy of internal accounting controls and to 
review and discuss financial reporting matters. The external and 
internal auditors have full access to the Corporate Audit and Evalu- 
ation Committee, with or without the presence of management. 


Marcel Beaudry 
Chairperson 


Robin Young 
Vice-President, Strategic Planning and 
Information Management 
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AUDITOR’S REPORT 


TO THE MINISTER OF CANADIAN HERITAGE 

I have audited the balance sheet of the National Capital Commis- 
sion as at March 31, 1997, and the statements of operations, equity 
and changes in cash resources for the year then ended. These 
financial statements are the responsibility of the Commission’s 
management. My responsibility is to express an opinion on these 
financial statements, based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance as to whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Commission as at 
March 31, 1997, and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Commission that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the National 
Capital Act and the by-laws of the Commission. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 6, 1997 
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NATIONAL CAPITAL COMMISSION—Continued 


BALANCE SHEET AS AT MARCH 31, 1997 
(in thousands of dollars) 




















ASSETS 1997 1996 
Current 
Cash and short-term deposits (Note 3)........ 33,807 41,966 
Accounts receivable 
Federal government departments and 
ATENGCIES eel ieisere tere ee Eyer ss 1,863 1,223 
Menants and Others... 2s evea scissors aie’: 2,093 2,782 
Inventory and nursery stock .............+--- 125 328 
Prepaid expenses ej nrars silat tic rer tier 2,804 1,883 
Current portion of 
net investment 
NAS nyt EMES GHinaanen doooduu Geos 245 
40,937 48,182 
Net investment in sales-types 
leasesi(INGte’) aeramiraienier patente elu torert oi 270 
TPUSHACCOUTECINOLS 1S) aot ciate rei -eeterieretctet re tere 4,335 4,079 
Land, buildings and equipment (Note 6)........ 350,651 354,907 
396,193 407,168 


LIABILITIES 


Current 
Accounts payable and accrued liabilities 
Federal government departments and 
ASIN, conn gad Hoan apood seme aeons 
Qe (eeeugncdn so pan anode mE wonoaDe 
Holdbacks and deposits from contractors 
and others). same ctas senders eteterenereiehe tesa 
Deferred parliamentary appropriation........ 


Long-term 

Accrued employee termination 

benefitstsmscc= as obens monies ea taea er 
Unsettled expropriations of property......... 
Deferred insurance proceeds (Note 5)........ 
Deferred rent inducement................-- 
RESMUCTUTINRCOStarereeracietiehy ikerei ria: 
Deferred reventicssnyvass ceretacktct a erate eras 


BOUL YOR CANAD AC ric teller ernie 




















1997 1996 
1,231 Peake}ik 
22,449 26,092 
1,315 1,200 
8,020 
24,995 37,703 
3,075 3,769 
22 729 
4,335 4,079 
4,139 4,321 
1,334 

398 

13,469 14,232 
38,464 518935) 
357,729 355,233 
396,193 407,168 





The accompanying notes are an integral part of the financial statements. 


Approved by the Commission: 


MARCEL BEAUDRY 
Chairperson 


PIERRE ISABELLE 
Chairperson, Corporate Audit and Evaluation Committee 


NATIONAL CAPITAL COMMISSION—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 
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STATEMENT OF EQUITY 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 





























1997 1996 
Income 
Rental operations and easements ............ 15,669 13,913 
ICSC OAS, akan ae) ae ROTOR Ene RO CRNT OGRIT TIS Ce LER RO NE 1,661 1,426 
Net gain on disposal of land, buildings 
and equipmenti( Note 7 (a) ine asan iets DTN) 15,714 
Sponsorship 
(Cas lines reels Sean oes traok Gus aarusnreaiuas 809 792 
Goods and services inkind............... 1,087 1,615 
WSemaccessHeesmntaie toc isisis os clebac wie less 1,034 1,070 
@iherwees and TecOvenleSin. cs soe ce soe Glee es 2,979 DILL S 
Parliamentary appropriations ............... 67,219 73,767 
114,170 110,574 
Cost of operations (Note 7 (b)) 
Planning the National Capital 
REGIONE A. cities Oy Pam iesleeicks Wiis oateauncees DISS) 2,242 
Promoting and animating the 
Nationali@apitaliRegionee snes erste 15,301 14,700 
Real asset management and 
developmentamry ss miacemiese wei nene taee 86,649 59,328 
orporate Services emmy ttc kool te ee wee 23,975 24,198 
INEStMUCUUIMINS\COSU scars ater terg at sesasyeeisi oar: 469 (380) 
128,669 100,088 
Net income (Net cost of operations)! Re cess (14,499) 10,486 
' ANALYSIS OF FUNDING THE COST 
OF OPERATIONS 
Net income (Net cost of operations) ................-. (14,499) 10,486 
Expenses not requiring funding 
FAMONIDZAtlOM ema iwa voter at sata ect Pyeiorsiss, ora aheng.orere 13,273 13,788 
Deferred rentunducement]..c2 me. se ciate ie (183) (183) 
Wetetnedsre veneers cy nck etch aise ater aris ciepr ees (21) 
Net gain on disposal of land, buildings 
Aivolee ih yapamlon canna meno ee So0eobyanevonesec oa aaO (23,712) (15,714) 
Proceeds from disposal of equipment ................. 1,654 330 
Transfer from disposal of land (Note 3)................ 2,675 
DIS POSAljeXDEDS CS tare wrayer eisai at 237 275 
(Baliermard eng Acie ln ately eager c caret DID CRIN ET ROSS AID (673) (292) 
SCM LERE ESTE TUM teeny assessed ayot ss soz Beemer ga ln yee ca eine oe 27,559 
Parliamentary appropriations .............5.+200s-0+ (8,020) 
iDervelifverslialoyiaiole evoke see pba oonPancmoooge odo 6,050 
Prior year commitments carry- 
ONE dhe Se nee Sebi BRIE ARLO CERIO a CINE Rae CASE 607 (8,083) 
Excess of funding over 
(OM Mai Mae kt oonpe eaceoaeMOLOde codon weoudae 4,947 607 





The accompanying notes are an integral part of the financial statements. 











1997 1996 
Balance’at beginning of year............- 0+ 355.239 327,920 
Net income (Net cost of operations)........... (14,499) 10,486 
Parliamentary appropriations 
to acquire and improve land, 
buildings and equipment .................. 16,995 16,827 
IBV GGG ME? wou onosaagardoawo coher 257129 355,233 





The accompanying notes are an integral part of the financial statements. 


STATEMENT OF CHANGES IN CASH RESOURCES 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 








1997 1996 





Operating activities 
Net income (Net cost of operations) ......... 
Items not involving cash 
PAIN ONURZ AON a norcrecssccoressiert ie ole e iecmeee ees 13,273 13,788 
Net gain on disposal of land, 


(14,499) 10,486 























buildings and equipment .............. (23,712) (15,714) 
andicontnbutlonieruaerrierre eictkenneror et: 6,050 
Net change in non-cash working capital 
balances related to operations ............ (13,377) 4,372 
Net change in cash restricted as to use 
and Jong-term! liabilities 2%). 0+ a2 ae (1,019) (1,707) 
(33,284) 11225 
Financing activities 
Parliamentary appropriations to acquire 
and improve land, buildings 
ANS CaM NIN ooonoohesahonsnogamoncde 16,995 16,827 
Proceeds on disposal of land, 
buildings-and equipmentsensveree ins 34,309 19,164 
51,304 35,991 
Investing activities 
Acquisitions and improvements to 
land, buildings and equipment............ (25,664) (23,423) 
SalesctypeileaSesirers cients rrelaletatetsnete-d tena (515) 
(26,179) (23,423) 
Increase (decrease) in cash and 
Short-term de POSMS ine we twt= otal mire raer or (8,159) 23,793 
Beginning of yeahe acs oe ei eer 41,966 18,173 
BNO ao gnn0 decasonpouene do ub oonoene 33,807 41,966 





The accompanying notes are an integral part of the financial statements. 
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NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1997 


Ik. 


to 


Authority and objectives 


The National Capital Commission was established in 1958 
by the National Capital Act. The Commission is an agent 
Crown corporation without share capital named in Part I of 
Schedule III to the Financial Administration Act. The objects 
and purposes of the Commission, as stated in the National 
Capital Act as amended in 1988, are to: 


(a) prepare plans for and assist in the development, conserva- 
tion and improvement of the National Capital Region in 
order that the nature and character of the seat of the Gov- 
ernment of Canada may be in accordance with its national 
significance; 


(b) organize, sponsor or promote such public activities and 
events in the National Capital Region as will enrich the 
cultural and social fabric of Canada, taking into account the 
federal character of Canada, the equality of status of the 
official languages of Canada and the heritage of the people 
of Canada; and 


(c) coordinate the policies and programs of the Government of 
Canada respecting the organization, sponsorship or promo- 
tion by departments of public activities and events related 
to the National Capital Region. 


The Commission is also responsible for the management and 
maintenance of the Official Residences located in the National 
Capital Region. 


The Commission’s income is not subject to the requirements 
of the Income Tax Act. 


Significant accounting policies 
(a) Land, buildings and equipment 


Land, buildings and equipment are generally recorded at 
historical cost. Property acquired at nominal cost or by 
donation is recorded at market value at time of acquisition, 
except for properties of historical significance whose mar- 
ket value cannot be reasonably determined. These are 
recorded at nominal value. Artifacts donated to the Canadi- 
ana Fund are recorded at nominal value. Improvements that 
extend the useful life of buildings and equipment are re- 
corded at cost. 


(b) Amortization 


Amortization of assets in use is charged to operations in 
equal annual amounts based on the cost of the assets, their 
estimated useful life and their final salvage value. Useful 
life of assets is estimated as follows: 


Buildings 20 years 
Parkways, roadways and bridges 25 years 
Park landscaping and improvement 25 years 
Leasehold improvements Term of lease 
Machinery and equipment 10 years 
Office furniture 10 years 
Office equipment 5 years 
Vehicles 5 years 
Antiques and works of art 10 years 
Computer and communications equipment 5 years 


(c) Non-monetary transactions 


When a non-monetary transaction related to an assets ex- 
change takes place and there is a change in the purpose for 
which the asset is held, the transaction is recorded at the 
fair market value of the properties exchanged. If there is no 
change in purpose for which the asset is held, the transac- 
tion is recorded at the carrying value of the asset given up. 


(d) Inventory and nursery stock 


Inventory is carried at cost. Nursery stock is valued at 
estimated cost. 


(e) Pension plan 


Commission employees are covered by the Public Service 
Superannuation Plan administered by the Government of 
Canada. The Commission’s contributions to the plan are 
limited to an amount equal to the employees’ contributions 
on account of current and certain past service. These con- 
tributions represent the total pension obligations of the 
Commission and are charged to operations on a current 
basis. The Commission is not required under present legis- 
lation to make contributions with respect to actuarial 
deficiencies of the Public Service Superannuation Account. 


(f) Employee termination benefits 


Severance pay generally accrues to employees over their 
service period and is payable on their separation or retire- 
ment. The liability for these benefits is recorded in the 
accounts as the benefits accrue to the employees. 


(g) Deferred rent inducement 


The Commission currently leases its Head-quarters office 
space. Moving expenses and major leasehold improve- 
ments incurred by the lessor to accommodate Commission 
needs have been recorded as of the effective date of the 
lease and are amortized over the term of the lease. 


(h) Parliamentary appropriations 


Parliamentary appropriations for operating expenditures 
and grants and contributions to other levels of government 
and other authorities are included as income. Parliamentary 
appropriations to acquire and improve land, buildings and 
equipment are credited to the equity of Canada. 


(i) Workers’ compensation 


The Commission assumes all risks for workers’ compensa- 
tion claims. The costs of claims resulting from injuries on 
duty are recorded in the years when compensation pay- 
ments are due. 


. Cash and short-term deposits 


The Commission’s policy is to invest temporary excess cash 
in short-term deposit certificates, treasury bills, and banker’s 
acceptances with Canadian financial institutions. As at 
March 31, 1997, cash and short-term deposits include deposit 
certificates and banker’s acceptances of $34.4 million 
($38 million in 1996) at a weighted average interest rate of 
3.2% (5% in 1996). The fair value of cash and short-term 
deposits is equal to the book value due to the maturity date. 


NATIONAL CAPITAL COMMISSION—Continued 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1997—Continued 


Cash and short-term deposits at year-end amounted to 
$34.4 million. Included in this cash balance are funds that are 
restricted: 


(a) Cash donations received for the Canadiana Fund in the 
amount of $66,984; 


(b) Funds, in the amount of $25.623 million as follows: 


(i) funds of $1.905 million relating to a 1990 long-term 
lease transaction that, pursuant to Governor in Council 
authority, have been restricted for the acquisition of 
environmentally sensitive lands; 


(ii) funds of $8.974 million generated by the disposal of 
surplus properties that may be used to acquire real prop- 
erty or to support other major programs, as may be 
authorized by Treasury Board and Governor in Council; 


(iii)funds of $14.744 million arising from the disposal of 
lands and restricted for the Champlain Bridge rehahili- 
tation; 


(iv) details of transactions are highlighted in the following 


analysis: 
Environ- 
mentally 
sensitive | Champlain 
lands Bridge Others Total 





(in thousands of dollars) 


Cash available at begin- 


NAG WG oacwan dees 1,857 14,370 essa 27,559 
Proceeds on disposal..... 32,695) 32,655 
Acquisition/Disposal 

eEXPelSes eee ede wai (237) (237) 
Interest.a.feerseueradas 48 374 Dail 673 
EXCOUISILL ONS Aries (299) (299) 
Gontributiontem es tee (27559) 1275559) 
Transfer to: 

Operating 

Ibnd get ener: (2,675) (2,675) 

Capital 

(NCEA ncanoaane aa (4,494) (4,494) 





QESEIE «an ceganogdaus 1,905 14,744 8,974 25,623 








4. Net investment in sales-type leases 


1997 
(in 
thousands 
of dollars) 


Total minimum payments according 
(enn ISAO IEENES camaae de ocostocossusocunog rear 559 
Wneanrhed) inter Steve wearers rere erettenkerneicheta keds erat 44 
SS) 
Payments due 
ANUS GSKA non dau oanns oHauSpeegondsonDod de 245 


270 
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The leases carry an interest rate of 8.25%, the market rate 
for similar commercial loans at the time the contracts were 
signed. The term ends in 1999. Payments for the next two 
years, including unearned interest, are $280 thousand in 1998 
and $279 thousand in 1999. The fair value of the net invest- 
ment in sales-type leases is approximately equal to the book 
value. 


. Trust account 


The Commission has segregated funds received in respect of 
a claim for damages arising from injuries sustained in an 
accident by an NCC employee. These funds have been paid to 
the Commission as it will be responsible to pay the continuing 
cost relating to this claim settlement. Future costs were as- 
sessed in an actuarial study completed in 1991. 


As at March 31, 1997, the portfolio’s overall rate of return 
was 13.3% (12.5% in 1996). All investments were made in 
accordance with the following strategy: short-term Canadian 
notes and treasury bills rated R1 by the Dominion Bond Rating 
Service and Al+ or Al by the Canadian Bond Rating Service, 
Canadian bonds and debentures rated AAA, AA and A by the 
Dominion Bond Rating Service or A++, A+ and A by the 
Canadian Bond Rating Service, securities of the Government 
of Canada or of a provincial government to a maximum of 30% 
of the total market value of the portfolio. 


As at March 31, 1997 and 1996, the fair value of the invest- 
ments was approximately equal to the book value. 
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NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1997—Continued 


6. Land, buildings and equipment 
































1997 1996 
Accu- Net Accu- Net 
Historical mulated book Historical mulated book 
cost amortization value cost amortization value 
(in thousands of dollars) 
Land and buildings 
Greenbelitesk ce. tlapow cecictanake eto anes eerie Cia erage acer e ror 69,104 21,344 47,760 68,526 20,732 47,794 
Gatineau Park) i Gacck, «eee oe toes io ant ninins omer 47,956 8,989 38,967 45,237 8,449 36,788 
Park Ways: s dissou cei tccseie valores caltementetote e otete cu siaust ates elete inte etal eyere 94,916 42,104 52,812 105,189 50,349 54,840 
Parks ve cise ce eeeais Fd eto eT tne es aiahane uven cco nacho amen ate 43,966 19,061 24,905 38,074 17,709 20,365 
Bridges and approachesiery terre cetera tetris iets eiete = etetederat tera: 28,477 18,600 9,877 32,832 20,276 12,556 
Historical sites ¥. <. eee ere oe a erericarabedetoterer soe 36,266 20,707 15,559 34,476 19,333 15,143 
Recreational facilities ys. sec cetacean ete eee eterna kee 25,914 14,933 10,981 24,644 13,919 10,725 
Rental: properties... eles ey yea erty Geisler: 2S ie 17,534 108,238 124,566 16,039 108,527 
Development propertlesicr.a.vereyerst tetera tetera ester otiaaotolerayer=r= 25,048 3,350 21,698 31,052 3,342 27,710 
Unsettledtexpropriations. -riseiterree is err atctetetenet referee 1522 1,522 729 729 
Administrative and service buildings.....................---- 16,565 11,740 4,825 16,264 LESS ay ll 
515,506 178,362 337,144 521,589 181,301 340,288 
Less: provision for transfers! sss curiasct Mo detioes EES ata: (1,838) (1,838) (1,838) (1,838) 
Less: provision for environmental 
EREN ON iE) home cece Bnd bo oo adconnacboOoUDGADasbOOUe (477) (477) (464) (464) 
513,191 178,362 334,829 519,287 181,301 337,986 
WeaseholdumprovementSaacrcictrt -ereke eer er etn etetete tte Fe ee eretere ete e 8,875 599 8,276 5,398 283 Si WIS) 
Equipment 
Machineryrand equipments airiricicrisersiiere rer tetntere tte teereuerer ser 1,488 886 602 4,407 2,692 It) 
Office tunniturcmand equipmentia ameter eens 3,225 1,421 1,804 3,233 1,205 2,028 
WEICLeS manent ree reed Ghee ee eae estan ciel orerenerevar cine teas: 1,057 714 343 3,885 Ze 12 ii aile 
Computer and communications equipment ............--.5.--- 15,662 11,040 4,622 17,639 LA 6,528 
IATITIqUESANOMMOLKS OL Alt ae ryte eit et tote oieletetetrete tetera te r= 1,858 1,683 175 1,866 1,644 222 
23,290 15,744 7,546 31,030 19,224 11,806 
Goll eG ea ere ae e oon econ cca pte nas o oa od aac Olen 545,356 194,705 350,651 Syssy(/ 5) 200,808 354,907 








‘) Provision for transfers pertains to property to be transferred in accordance 
with agreements with the Province of Quebec. This includes lands to be given 
for the approaches to the MacDonald-Cartier Bridge and to be used as a 
right-of-way for Highway 550 in exchange for other lands. 
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NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1997—Continued 


7. Information included in the Statement of operations 


(a) Significant divestiture of assets 


(i) Laurier and MacKenzie King Bridge transfer 


As part of its divestiture strategy, the Commission is convey- 
ing roads and bridges which are integral components of the 
regional or municipal transportation network. During 1996- 
97, the Commission disposed of the MacKenzie King and 
Laurier Bridges to the Regional Municipality of Ottawa-Car- 
leton. 


These bridges are in need of major rehabilitation work over 
the next years. In fact, the rehabilitation and maintenance 
costs to the Commission were $27.6 million. In exchange for 
the Regional Municipality of Ottawa-Carleton taking over the 
bridges, the Commission conveyed approximately 267.1 hec- 
tares of land plus easements and facilities with a market value 
that covers the financial obligations related to the bridge 
divestiture. This contribution is included in the $33.8 million 
mentioned in part (b). The Regional Municipality of Ottawa- 
Carleton also paid $4.6 million to the Commission 
representing the excess of the market value of the divested 
assets over the assumed liability. 


In exchange, the Commission realized a gain on disposal of 
land of $23.2 million and rental and facilities revenue of 
$2.2 million. 


(ii) Contribution towards the construction of the des 
Draveurs Parkway 


During the year, the Commission contributed to the construc- 
tion of the des Draveurs Parkway project in Gatineau. The 
contribution, included in the $33.8 million mentioned in 
part (b) below, took the form of a land transfer with a value 
of $6.1 million. 


(b) Summary of expenses by major classification 


1997 1996 


(in thousands of dollars) 





Salaries and employee 





Dene tGaee cach pete atomic acw 30,210 41,580 
Goods andisenviceSmcm- ceenintantrrr 35,467 26,237 
Li sbel GEMBORS scoop oconecooenenoees 1,087 1,615 
Grants in lieu of municipal 

TAX OSH Rie ere che eine o ailahars eee ctsievens 14,359 15,443 
Contributions secre scenes anes rs 33,804 1,805 
AMORIZATIONY se vc aleve eters eusiotucus cone 13,273 13,788 
RestruCtunine!COSIS eres 469 (380) 

128,669 100,088 








(i) Sector definitions and objectives 


The Commission uses four sectors to structure its activities. 
Short-, medium- and long-term objectives linked to the man- 
date and mission have been developed for each one. The 
following are the long-term objectives established for each 
sector: 


Planning the National Capital Region 


To guide the physical development and use of federal lands, 
to coordinate and achieve excellence in design and to plan 
development that is appropriate to the role and significance 
of the Capital of Canada. 
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Promoting and animating the National Capital Region 


To increase awareness of the Capital Region outside the 
National Capital Region through national marketing cam- 
paigns, communications contacts (broadcasting) and 
outreach activities, and to present the Capital to visitors as a 
place to experience Canadian heritage, culture and achieve- 
ments through varied services, events and programs. 


Real asset management and development 


To manage and protect physical assets of national signifi- 
cance on behalf of future generations of Canadians. 


Corporate services 


To promote efficient and productive use of resources through 
the centralized provision of corporate services to all of the 
business lines. 


(11) Restructuring cost 


As a result of the February 27, 1995 Federal Budget, NCC 
appropriations have been reduced by $21.4 million over the 
years 1995-96 to 1997-98. This reduction has been realized 
through a significant downsizing of the Commission’s work- 
force. Restructuring costs, estimated at $13.8 million over 
three years, were expensed in 1994-95. The final payments 
will be made in 1997-98 and their fair value corresponds to 
their book value. 


8. Major commitments 


(a) The Commission has entered into agreements for services, 


leases of equipment and operating leases for office accom- 
modations. The agreements show different termination 
dates, with the latest ending in 2019, and total $120.6 mil- 
lion. 


The Commission has also privatized the management and 
maintenance of a portion of its lands and properties as part 
of the federal government’s program review. Contracts to- 
talling $30.7 million have been awarded for these 
functions; these contracts will terminate from 1999 to 
2001. 


Minimum annual payments under these agreements for the 
next five years are approximately as follows: 


(in thousands 


of dollars) 
TO QT =O Byres crete aie ocus aemaere a nHSe OTTO ek atl ou ctenaue oot arenes 16,635 
JS ofS a ih, 6 6 Scan TRO chico Guol cu oucte hut Geno Cen cee 14,583 
NG OOEOO Rater tee ecient eee teen tues seuszonotesre 9,519 
DOO OM irene oe craton Levee Ch careere ol easrcrGnne 8,406 
PAN ON OVA, Peeve niances eeboee arco Gxcnchthoee Re Se DIOR 4,545 


(b) The Commission has entered into contracts for capital ex- 


penditures estimated to cost approximately $3.2 million. 
Payments under these contracts are expected to be made in 
1997-98 and 1998-99. 
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NATIONAL CAPITAL COMMISSION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1997—Concluded 


9. Contingencies 


(a) Claims 


Claims have been made against the Commission totalling 
approximately $14.2 million, excluding interest and other 
costs, for alleged damages and other matters. The final 
outcome of these claims is not determinable and accord- 
ingly these items are not recorded in the accounts. In the 
opinion of management, the position of the Commission is 
defensible. Settlements, if any, resulting from the resolu- 
tion of these claims will be accounted for in the year in 


which the liability is determined. 


(b) Agreement with the Province of Ontario 


In 1961, the Commission entered into an agreement 
whereby the Province of Ontario established and maintains 
2,761 hectares (6,820 acres) of forest. When the agreement 
expires in 2011, or is terminated, the Commission will 
reimburse the Province for the excess of expenses over 
revenues, or the Province will pay the Commission the 
excess of revenues over expenses. According to the latest 
report from the Province, at March 31, 1995, cumulative 
expenses exceeded cumulative revenues by $1.2 million, 
and are not reflected in the accounts of the Commission. 


(c) Environmental protection 


The Commission has conducted a preliminary analysis that 
has identified certain properties that, at the time of acqui- 
sition, qualified for potential decontamination. In the 
situations where the decontamination is probable and the 
cost can be reasonably estimated, the Commission has 
capitalized the costs of environmental cleanup and has 
recorded a provision against its assets. In other situations, 
no amount has been recorded because the extent of the 
contamination, cost of clean-up and funding requirements 
cannot be reasonably assessed until further on-site testing 


is completed. 


10. Related party transactions 


The Commission is related in terms of common ownership 
to all Government of Canada departments, agencies and Crown 
corporations and is mainly financed by the Parliament of 


Canada. 


In addition to the related party transactions described below 
and those disclosed elsewhere in these financial statements, 
the Commission also enters into transactions with Crown enti- 
ties. In the normal course of business and on normal trade 
terms applicable to all individuals and enterprises, the Com- 
mission incurred expenses totalling $6.92 million 
($14.95 million in 1996) for utilities, rental of space, assets 
and services purchased from other government departments 
and agencies and earned revenues totalling $87.69 million 
($103.81 million in 1996) from special grants, services ren- 
dered, rental operations and sales of assets to the other 


government departments and agencies. 


(a) Quebec Road Agreement 


The Government of Canada committed the Commission to 
contribute the Province of Quebec, one-half of the cost of 
a road network within the Quebec portion of the National 
Capital Region. As at April 1, 1996, this responsibility was 


transferred to Transport Canada. 


Ibi 


Fair value of financial instruments 


In addition to what was already described in Notes 3, 4, 5 
and 7 relating to this topic, the fair value of accounts receiv- 
able, accounts payable and accrued liabilities and contractor 
holdbacks and deposits approximates the book value due to 
their impending maturity. As for long-term items, the fair value 
of accrued employee termination benefits, unsettled expropria- 
tions of property and deferred rent inducement also 
approximates the book value. 


. Comparative figures 


Certain comparative figures have been reclassified to con- 
form with the presentation adopted in the current year. 





NATIONAL GALLERY OF CANADA 


MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL 
REPORTING 


The accompanying financial statements of the National Gallery 
of Canada (the Gallery) and all information in this annual report are 
the responsibility of management. The financial statements include 
some amounts that are necessarily based on management’s esti- 
mates and judgment. 


The financial statements have been prepared in accordance with 
generally accepted accounting principles. Financial information 
presented elsewhere in the annual report is consistent with that 
contained in the financial statemens. 


In discharging its responsibility for the integrity and fairness of 
the financial statements, management maintains financial and man- 
agement control systems and practices designed to provide 
reasonable assurance that transactions are authorized, assets are 
safeguarded, proper records are maintained and transactions are in 
accordance with Part X of the Financial Administration Act and 
regulations, the Museums Act, and the by-laws of the Gallery. 


The Board of Trustees is responsible for ensuring that manage- 
ment fulfills its responsibilities for maintaining adequate control 
systems and the quality of financial reporting. The Audit and Evalu- 
ation Committee of the Board of Trustees meets regularly with 
management and internal and external auditors to discuss auditing, 
internal controls and other relevant financial matters. The Commit- 
tee reviews the financial statements and presents its 
recommendation to the Board of Trustees. The Board of Trustees 
approves the financial statements. 


The external auditor, the Auditor General of Canada, is responsi- 
ble for auditing the financial statements and for issuing his report 
thereon to the Minister of Canadian Heritage. 


Dr. Shirley L. Thomson 
Director 


Yves Dagenais 
Deputy Director 
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AUDITOR’S REPORT 
TO THE MINISTER OF CANADIAN HERITAGE 


I have audited the balance sheet of the National Gallery of Canada 
as at March 31, 1997 and the statements of operations, equity of 
Canada and changes in financial position for the year then ended. 
These financial statements are the responsibility of the Gallery’s 
management. My responsibility is to express an opinion on these 
financial statements based on my audit. 


I conducted my audit in accordance with generally accepted audit- 
ing standards. Those standards require that I plan and perform an 
audit to obtain reasonable assurance as to whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Gallery as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these principles 
have been applied on a basis consistent with that of the preceding 
year. 


Further, in my opinion, the transactions of the Gallery that have 
come to my notice during my audit of the financial statements have, 
in all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Museums Act and 
the by-laws of the Gallery. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 2, 1997 
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NATIONAL GALLERY OF CANADA—Continued 


BALANCE SHEET AS AT MARCH 31, 1997 
(in thousands of dollars) 























ASSETS 1997 1996 LIABILITIES 1997 1996 
Current Current 
Cash and investments (Note 3)............. 7,220 6,725 Accounts payable and accrued liabilities 
Accountsireceivables.) .44-cen eee 707 817 (No teed) iarictiicncek pieces eG 4,389 4,504 
Inventories = a. deren ore. eee 2,080 663 Special purpose account (Note 6) ........... 2,871 640 
Prepald(@xpensSeSieyqert-ye-)-1-t-rvet eee aeetee 99 70 7,260 5,144 
10,106 8,275 Accrued employee termination 
Restricted cash and investments benetitsote ot coer one sr cern erie 1,184 1,125 
(NOD) coooabecudsdcoescaudiveduse se: 6,022 3,570 Trust accounts (Note 7) ............-.--++0s: 3,151 2,930 
ColleGt ONS sco Sdsretanele taco tere nate peters 1 1 
Capital-assetsi(Note) ire ciacnicae tere 7,454 7,876 
EQUITY 
Equityof Ganada) ((NoteiS) ie acer erasicteis raetercte 11,988 10,523 
23,583 19,722 23,583 19,722 


The accompanying notes form an integral part of the financial statements. 


Approved by the Board of Trustees: 


JEAN-CLAUDE DELORME 
Chairperson 


RUTH FREIMAN 
Vice-Chairperson 
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STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 





















































1997 1996 
Expenses 
Collect 
SHOPANONS sooo obhacnocidapansn oboe 5,479 5,015 
=—ATiacduisitions) (NOtE:D))sstaysiuns ld eie sere 848 3,870 
Matal==Gollectne wepecs see aemcicis e ier or seen tenet ste 6,327 8,885 
Educate and communicate... ...0..5.-0+00. 12,291 12,756 
INCCOMMMIOG AIS Hei ait a tte raicne week auatat rene eres 10,987 12a 
PNATHINISUCE 5 me eee rte irae etar als nile oleate tame era 3,475 3,651 
Motal expenses (Schedule) ion 2 2. ame ce can 33,080 37,403 
Motalirevenue (Schedule 2) eye. <er aet co etee erie 4,723 5,586 
Netcast Of OperaliOnuS@rrys cmiemcn ee «leer user 28,357 31,817 
The accompanying notes form an integral part of the financial statements. 
STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 
1997 1996 
Balance at beginning of year ................. 10,523 7,904 
Parliamentary appropriations - for 
operating and capital expenditures........... 28,974 30,575 
Parliamentary appropriations - for the purchase 
of objects for the collections (Note 6) 
== (Glirreniy calmer eer ec ttrer 3,000 3,000 
—Drawn from previous years.............++> 861 
—Carried forward to future years............ (2,152) 
848 3,861 
Total—Parliamentary appropriations........... 29,822 34,436 
Less: net cost of operations.........--.-.++++: (28,357) (31,817) 
Net change in equity ..........-. sss ee eeeeee 1,465 2,619 
Balance at end of year........-.----++eseeees 11,988 10,523 





The accompanying notes form an integral part of the financial statements. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 
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Operating activities 
Neticosiof operationSrer acc \es see = er 
Items not affecting funds 
FATOLUZALON Mean nerve tisrcrtes ster teestors 
Accrued employee termination benefits .... 
Loss on disposal of capital assets ......... 





Increase in non-cash working 
capital components paciioe deren neeetsreree= 





Funds applied to operating 
AIMED soomsoconoamiton agnootaradsodT 





Investing activities 
Purchase.of capitaltassetsy..reras atest 
Proceeds from disposal of 
CapitaliaSsetSsetetrstervihertetsenelete tr pals 





Funds applied to investing 
EIS INAS Soh pio a vow concen cotter hom 





Financing activities 
Parliamentary appropriations— 
for operating and 
Capitallexpenditures).. .. 0.6.2. ee ee 
Parliamentary appropriations— 
for the purchase of 
objects for the collection (Note 6).......-. 





Funds provided 
by financing activities ...............++: 





Increase in funds during the 
GE poabboegangoondecusconsoacoenonaDHE 





Cash and investments at end of year 
(NGOs sconoemsnecosoovoopoonnannadend 


1997 1996 
(28,357) (31,817) 
1,207 1,215 
59 
8 33 
(27,083) (30,569) 
(1,451) (1,190) 
(28,534) (31,759) 
(797) (1,345) 
4 4 
(793) (1,341) 
28,974 30,575 
848 3,861 
29,822 34,436 
495 1,336 
6,725 5,389 
7,220 6,725 





The accompanying notes form an integral part of the financial statements. 
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NATIONAL GALLERY OF CANADA—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997 


1. Authority, objectives and activities 


The National Gallery of Canada (the Gallery) was estab- 
lished on July 1, 1990 by the Museums Act as a Crown 
corporation under Part I of Schedule III to the Financial Ad- 


ministration Act. 


The Gallery’s mandate as stated in the Museums Act is to 
develop, maintain and make known throughout Canada and 
internationally, a collection of works of art, both historic and 
contemporary, with special but not exclusive reference to 
Canada, and to further knowledge, understanding and enjoy- 
ment of art in general among all Canadians. The Gallery’s 
operations include its affiliate, the Canadian Museum of Con- 


temporary Photography (CMCP). 


The Gallery’s operations are divided into four mutually 
supportive activities which work together to meet all aspects 


of its mandate. These activities are: 


Collect 


To acquire, preserve, research and record historic and con- 
temporary works of art, both national and international, to 
represent Canada’s visual arts heritage and to use in its 


programs. 


Educate and communicate 


To further knowledge, understanding and enjoyment of the 
visual arts among all Canadians and to make the collections 


known both in Canada and abroad. 


Accommodate 


To provide a secure and suitable facility for the preserva- 
tion and exhibition of the national collections of visual arts 


that is readily accessible to the public. 


Administer 


To provide direction, control and effective development 


and administration of resources. 


tO 


. Significant accounting policies 


These financial statements have been prepared in accor- 
dance with generally accepted accounting principles. The 


significant accounting policies are: 


(a) Inventories 


Inventories are valued at the lower of cost or market value. 
In the case of books and publications, cost is written down 
over a maximum of three years to take into account obso- 


lescence. 


(b) Capital assets 


Capital assets are recorded at cost and amortized using the 
straight-line method over their estimated useful lives as 


follows: 

Equipment and furniture 5 to 12 years 
Leasehold improvements—CMCP 25 years 
Building improvements—the Gallery 25 years 
Vehicles 5 years 


Expenses related to the design and development of exhibits 
are charged to operations in the year in which the expenses 


occur. 


The original cost of the buildings occupied by the Gallery 
is not shown in the financial statements. The buildings are 
owned by the Government of Canada. 


(c) Collections 


The Gallery holds collections of works of art for the benefit 
of Canadians, present and future. The collections are shown 
as an asset at a nominal value of $1,000 on the balance 
sheet to ensure that the reader is aware of their existence. 
Works of art purchased for the collections of the Gallery 
are recorded as an expense in the year of acquisition. Works 
of art donated to the Gallery are not recorded in the books 
of account. 


(d) Pension plan 


The employees of the Gallery participate in the Public 
Service Superannuation Plan administered by the Govern- 
ment of Canada. The employees and the Gallery contribute 
equally to the cost of the Plan. This contribution represents 
the total liability of the Gallery. Contributions in respect of 
current service are expended during the year in which 
services are rendered. Admissible past service contribu- 
tions are expended when paid. The terms of payment are 
set by the applicable purchase conditions. 


The Gallery is not required under present legislation to 
make contributions with respect to actuarial deficiencies of 
the Public Service Superannuation Account. 


(e) Employee termination benefits 


On termination of employment, employees of the Gallery 
are entitled to certain benefits provided for under their 
collective agreement and their conditions of employment. 
The cost of these benefits is expended in the year in which 
they are earned. 


(f) Trust accounts 


The Gallery accounts for receipts of gifts or bequests as 
trust accounts. Expenditures relating to these funds are 
restricted and are charged against the relevant portion of 
the trust accounts in the year they are made. Previously, 
transactions in the trust accounts were not recorded in the 
statement of operations. During the year, the Gallery de- 
cided to include these transactions of $87,128 
(1996—$78,191) retroactively in the statements of opera- 
tions. There is no effect on the net cost of operations. 


(g) Parliamentary appropriations 


Parliamentary appropriations for operating and capital ex- 
penditures are credited to the Equity of Canada in the year 
of entitlement. Parliamentary appropriations for the pur- 
chase of objects for the collection are initially recorded in 
the Special Purpose Account in the year of entitlement and 
are credited to the Equity of Canada at the time the acqui- 
sitions are made. 


(h) Bookstore and publishing 


Expenses for the bookstore and publishing are included in 
operating expenses. 


NATIONAL GALLERY OF CANADA—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


3. Cash and investments 


The Gallery makes short-term, low risk investments in the 
money market. These investments consist of a mix of Govern- 
ment of Canada Treasury Bills, Bankers’ Acceptances and 
Money Market Mutual Funds. The portfolio yielded an average 
return of 4.05% (6.59% in 1995-96) and the average term to 
maturity was 89 days (72 days in 1995-96). 


The balances at year-end are: 
OOF 1996 


(in thousands of dollars) 





Cash and investments 


(CASHEM ee re Tn eae ete 1,052 4,128 
Money market investments............. 6,168 2,597 
1220 6,725 








Restricted cash and investments 


1997 1996 


(in thousands of dollars) 





Special purpose accounts 














Gachiwn ei) ertyas aon oreusincusesetnanshars 32 59 
Money market investments............. 2,839 581 
2,871 640 
Trust accounts 

ashe esis cootatareersucte wean sates 119 53 
Money market investments............. 2,639 2,498 

Long-term receivable— 
Government of Canada.............. 393 379 
B.S 2,930 
6,022 3,570 








4. Capital assets 





1997 1996 
Accu- Net Net 
mulated book book 
Cost amortization value value 





(in thousands of dollars) 





Equipment and furniture . . . 6,464 4,127 2,337 2,501 
Leasehold improvements 
SONG Pras Steps «eee ais 3,981 796 3,185 3,344 
Building improvements 
—the Gallery.......... 2,368 440 1,928 2,024 
WENCHES, coOe Ue Serer 14 10 4 7 
12,827 ayes) 7,454 7,876 
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5. Accounts payable and accrued liabilities 


1997 1996 


(in thousands of dollars) 








MDAGE Parcrehen ns rare kere Ree eA 2,608 2,393 
Due to government departments 
and Crown corporations............... 656 958 
Accrued salaries and 
VACAUON DAY eyaermmemianteniasererrats Aare 858 792 
Others. prevsxcnprverevaunes Gmisien  nieremustaevaacne 267 361 
4,389 4,504 








6. Special purpose account—Purchase of objects for the collec- 


tions 


In 1996-97, Parliament approved a $3,000,000 payment 
(1995-96—$3,000,000) for the purchase of objects for the 
collection. The Gallery accumulates these funds, as well as the 
interest thereon, in a special purpose account which it uses to 
acquire, when opportunities arise, historically important, 
unique and high quality works that strengthen the collection. 











1997 1996 

(in thousands of dollars) 
Balance at beginning of year............. 640 1,358 
Parliamentary appropriation.............. 3,000 3,000 
bc} (el (ck open ect MORRO CE OIA OM CAO Or 19 143 
Motalavailablezsmaa.acas nec ees eee 3,719 4,501 
Purchase of objects for the collection...... (848) (3,861) 
Balanceatiend of veatiemcmcint irritate: DESI 640 








7. Trust accounts 


The Gallery maintains various trust accounts. Most of the 
funds are to be used for purchases of works of art or other 
specific activities such as exhibitions, publications, education 
programs or research. 


The following summarizes the transactions for the year: 
1997 1996 


(in thousands of dollars) 











Balance at beginning of year............. 2,930 2,697 
Receipts for the year 
IntereStemcc siento ais meyaielovenseteekermneners 125 181 
Gifts-and DeEquests!qactcitert erate 183 130 
te eae edaod oon Gudeemmnonay.c odin 308 Sill 





Expenditure for the year 
Purchase of objects for 








thercollectiony.cmemsteeem cermin 9 
ier cece ncaa be acter seus 87 69 
AGAR as Se ROU Ron Cor ee men oo cries On otae 87 78 
esectnluinihsoognaoauuadegoonemoudd 221 233 





Balancevat endiot year aa. vetlel ay ileul 2,930 
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NATIONAL GALLERY OF CANADA—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Concluded 


8. Equity of Canada 


The Equity of Canada represents the book value of assets 
and liabilities transferred from the former National Museums 
of Canada as of July 1, 1990 and the accumulated net results 
of the operations of the Gallery to date. 


. Collection 


Acquisition of works of art for the collection were made 
through the following: 
1997 1996 


(in thousands of dollars) 





Purchase from special purpose 


ACCOUNE sesame oatacia erence ieee rere ree 848 3,861 
Purchase from trust 
ACCOUNS racists aipecer eackcscusmkeuepee iterate 9 
TotalipurchasesWarrecss arn tertosoerene 848 3,870 
Gifts or bequests, at fair 
market Valuese), Sc5 ids wodis eaaeaaeobe: 1,552 10,867 
2,400 14,737 





10. Commitments 


As at March 31, 1997, there remains $10,057,000 to be paid 
pursuant to various agreements. The major portion relates to 
the remainder of a 49 year lease with the National Capital 
Commission for the CMCP facility. The future minimum pay- 
ments are as follows: 


(in thousands 
_of dollars) 


199 729 8 rae reais peusieutievarskere, cis tua cerenete Sten shots okcrs ten she) oxsiarckenel s/he 334 
CPE he ot bcetlgnsnoen pEenanopotaccao bub ogoospoodc 808 
TOO DHOOM as ste rarerss csuece w:cis s aialaevenels sreimal terse tstate 9fohore ters 212 
PAULO OD lactone iorceoeeriens caneMrccio ns 6.cl0,d ttuorn- aap. nmmaoaon pnd 212 
ZOOUH=O2 eo efac verre cc cee nce arora cuset ate momstauttateds chetebetoneteher te PA 2 
PAU a Lea ainmioiniok told gomeemicn Dolobinn Sand onoognodmrO 8,279 


11. Contingent liabilities 


Revenue Canada has challenged certain Goods and Services 
Tax (GST) Input Tax Credits claimed by the Gallery over the 
last four years. The issue revolves around whether the Gal- 
lery’s ’free’ general admission policy, which started in October 
1993, constitutes an "exempt supply’ under the Excise Tax Act 
and whether the associated Input Tax Credits should be conse- 
quently disallowed. The Gallery has objected strongly to this 
challenged and is seeking clarification of the appropriate GST 
treatment of federal Crown corporations. 


Because of the multiple unresolved issues, it is not clear as 
to whether Revenue Canada will proceed with an assessment 
and if so on what basis. Also, because there is a wide range of 
estimation possibilities, depending on issue resolution, no pro- 
vision has been made in these financial statements either for a 
potential liability or for an offsetting appropriation receivable. 


12. Related party transactions 


Public Works and Government Services Canada makes the 
payments in lieu of taxes with respect to the Gallery building 
and surrounding property. These have been evaluated at 
$3,239,000 (1995-96—$3,327,000) and have not been re- 
corded in the financial statements. 


The Gallery is related in terms of common ownership to all 
Government of Canada created departments, agencies and 
Crown corporations. The Gallery enters into transactions with 
these entities in the normal course of business. 


. Comparative figures 


Certain reclassifications have been made to the 1996 com- 
parative figures to conform with the current year’s 
presentation. 
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NATIONAL GALLERY OF CANADA—Concluded 


SCHEDULE OF EXPENSES 
FOR THE YEAR ENDED MARCH 31, 1997 














(in thousands of dollars) SCHEDULE 1 
Salaries and employee benefits................ 13,5382 13,874 
Repairs and upkeep of building 

ANd equIpPMeEN ty yar «scree = terete oreneke tals adele 3,661 4,344 
Professional and special services.............. 2,979 3,509 
Utilities, materials and 

SUP PILES aptreromts teehee chon noche lenses tev 2,877 2,842 
PYOtECtIVeE SELVACES ee tet) aise cre sie steesraneene tannsy 2,354 2,368 
Cost of goods sold—Bookstore 

ANC PUBLISH genet tees ete eee 1,361 1,808 
ATH OTELZALL OMS eres cee ort 1s sitio cus eee ey Mer ejeset ete 1,207 2S 
PNG VETUISING Bem tr Te eee se eats sustomicyemeerstte. siorsts 967 694 
Purchase of works of art for the 

COLE CUI OM Peeters terme hose eoteeecuersce einen inverts 848 3,870 
Postage, freight 

And) Caltag herent steer cae re ieks ssuloreio «epee 821 539) 
Drea Vie Wuere re errterteepeas ete sea eray ee ercle wstohe ovis ew, wuttane en 729 603 
PUDIIGATIONS tesco tone cree eter crarerera siche ee cles 546 448 
Payments in lieu of taxes— 

GMC Pieters sii Fetes Dou eiee erste arava © Bale ecels 269 316 
Wommunicationse- sees ae es oe oer 266 267 
Jilin UE gocdepoodoosnsobdnooceusan 235 244 
Rett — CMG Press tet arryanl tensa tls Cneneteyskeicts se: DD) 212 
REMCALS Meee etoe GPW wonehenciet iets sien cae’ ctaledonsrersescs "6 90 94 
EHOMAINIDS 2 oct nook vo omdoecauamoaueanoeede 66 80 
Miscellaneous iacrecacmine ivcrs clams st) suherennrjct ene 64 76 

33,080 37,403 





SCHEDULE OF REVENUE 
FOR THE YEAR ENDED MARCH 31, 1997 














(in thousands of dollars) SCHEDULE 2 
1997 1996 
Bookstore and publishing..........0.25.+...: Miley 2,808 
MAUNA ooo ono cemDOTNEaganooDGoAbooN ar 543 682 
REN SIE Gomooouon oononmboosUSoDoRHOdo UN 446 509 
SOMO TOS oocanugogeeaasoedgrabnoooupnns 435 320 
MUSE Ss 5 Gao dd Como moneoosnanosoosnoounneas 280 351 
Travelling exhibitionS..... 0.05.0 .+...-0605- 196 147 
Art loans—Recovery of 
SASS sn onsoo cose ooncoosdvoonasnad ont 148 97 
Rentaliof publicspaces)...-..0- ese 94 137 iia) 
METS OS 5 anxoy 60 condo voOONOD TE Bnd O00 112 135 
Peal WIanGcoouvasacogonamoocuansposogbodour 48 66 
(GUARDS ated ee Gheccadlen is PRO OP Olan Go Oren eens ats c 154 216 
4,636 5,508 
utidsetroml must ACCOUNLS ase stararcielsletrehennleterster= 87 78 
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NATIONAL MUSEUM OF SCIENCE AND TECHNOLOGY 


MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The financial statements contained in this annual report have been 
prepared by Management in accordance with generally accepted 
accounting principles and the integrity and objectivity of the data 
in these financial statements are Management’s responsibility. Man- 
agement is also responsible for all other information in the annual 
report and for ensuring that this information is consistent, where 
appropriate, with the information and data contained in the financial 
statements. 


In support of its responsibility, Management has developed and 
maintains books of account, records, financial and management 
controls, information systems and management practices. These are 
designed to provide reasonable assurance as to the reliability of 
financial information, that assets are safeguarded and controlled, 
and that transactions are in accordance with the Financial Adminis- 
tration Act and regulations as well as the Museums Act and by-laws 
of the corporation. 


The Board of Trustees is responsible for ensuring that Manage- 
ment fulfils its responsibilities for financial reporting and internal 
control. The Board exercises its responsibilities through the Audit 
Committee which includes a majority of members who are not 
officers of the Corporation. The Committee meets with Manage- 
ment and the independent external auditor to review the manner in 
which these groups are performing their responsibilities and to 
discuss auditing, internal controls and other relevant financial mat- 
ters. The Audit Committee has reviewed the financial statements 
with the external auditor and has submitted its report to the Board 
of Trustees. The Board of Trustees has reviewed and approved the 
financial statements. 


The Corporation’s external auditor, the Auditor General of 
Canada, audits the financial statements and reports to the Minister 
responsible for the Corporation. 


Geneviéve Sainte-Marie 
Director 


Graham J. Parsons 
Director General, Corporate Services 


AUDITOR’S REPORT 


TO THE MINISTER OF CANADIAN HERITAGE 


I have audited the balance sheet of the National Museum of 
Science and Technology as at March 31, 1997 and the statements of 
operations, equity of Canada, and changes in financial position for 
the year then ended. These financial statements are the responsibil- 
ity of the Museum’s management. My responsibility is to express 
an opinion on these financial statements, based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance as to whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Museum as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Museum that have 
come to my notice during my audit of the financial statements have, 
in all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Museums Act and 
the by-laws of the Museum. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 6, 1997 
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NATIONAL MUSEUM OF SCIENCE AND TECHNOLOGY—Continued 


BALANCE SHEET AS AT MARCH 31, 1997 
(in thousands of dollars) 



































ASSETS 1997 1996 LIABILITIES AND EQUITY OF CANADA 1997 1996 
Current Current 
Cash and short-term investments (Note 3)..... 2,539 2,864 Accounts payable and accrued liabilities 
Accounts receivable —Government departments.............. 563 $22 
—Government departments .............. 369 506 (OLGA RN are a nee ak cie ca eS SIS eae 2,055 1,696 
mC THEM sere, cttete cre astern ieaaecis hon ert eunals 201 160 Current portion of accrued employee 
Inventoriesi(NOtG:4) an. ere oo anis  ennennciere se 437 326 termMNation HDENELtS) =\eay sere Here erie 66 111 
lRpEMh WIS oo oshasooedsooddsso ono de 22 36 Mefermedievenwene aan oerys at acleisierere re 33 75 
3,568 3,892 DT 2,404 
rustiaccount (NOLES) sien ice oe teriaiae erste = 766 712 Accrued employee termination benefits ........ 802 781 
GColleGhiGir arrest Oa cane eva ate ou 1 1 Mimstaccounti(NOtGr) maceitioc secre kere 766 WZ 
Property and equipment (Note 6).............. 7,278 6,386 4.285 3.897 
Equityion Canadaterersa circ y tise tte ic 7,328 7,094 
11,613 10,991 11,613 10,991 











Approved by Management: 


GENEVIEVE SAINTE-MARIE 
Director 


GRAHAM PARSONS 
Director General, Corporate Services 


Approved by the Board of Trustees: 


DAVID W. STRANGWAY 
Chairperson 


LEON F. LOUCKS 
Chairperson, Audit Committee 
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NATIONAL MUSEUM OF SCIENCE AND TECHNOLOGY—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 

































































1997 1996 
Revenue 
National Museum of Science and Technology 
Admissions and memberships............... 859 871 
Commercial operations (Schedule 2)......... 1,301 1,104 
Sponsorshipinc omer ere Cenre 179 44 
Other museum services eer eee eerie 430 347 
2,769 2,366 
National Aviation Museum 
Admissions and memberships............... 247 239 
Commercial operations (Schedule 2)......... 366 3911 
SpansOrship wag cine Aor scott ee eteter etn: 25 19 
Othenmuseumiservicesiee1.- sts 185 160 
823 769 
IntereStyacyoiseteinnsce rats tyeaiGmieie se) slain orauetsk see eteeede 136 186 
Total revenue... -<ninc cates = a eracrerhe lehosieeee 3,728 3,321 
Expenses (Schedule 1) 
National Museum of Science and Technology 
Displaystacilityroperatloni... 4-11 7,345 6,818 
Collectionmanagementsery-a-re)- ee 5,333 5,278 
12,678 12,096 
National Aviation Museum 
Display facilityjoperation yo oiieie ier S300 3,004 
Collectionimanagementenree se i -l-ieretnninls 1,664 2,163 
5,041 5,167 
Supportactivitiesa yas serrate re eee 4,379 4,038 
AMOTUZAtLONe ee erdevercte ete estrs te oie 1,142 995 
MotaliexpEnsesiecieci-tleretere tercters starve ne error reee 23,240 22,296 
Excess/of expenses Over revenueny 5). ori 19,512 18,975 
STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 
1997 1996 
Balance at the beginning of the year........... 7,094 5,296 
Parliamentary appropriation.................. 19,746 20,773 
Excess of expenses over revenue.............. (19,512) (18,975) 
Balance at the end of the year................. 7,328 7,094 














Operating activities 
Excess of expenses over revenue...........- 
Items not affecting funds 
AMOLIZATON BRS «cc eineasiree veins; erste siarals 
Employee termination benefits ........... 
Loss (gain) on disposal of 
property and equipment............... 
Change in non-cash operating 
Working capital 1femS cei. eles 


Funds applied to operating 
Le Gla soso A bo O ADRS Gp moc aig oa OUDUS 


Financing activities 
Parliamentary appropriation................ 


Investing activities 
Additions to property 
andlequipment (net) em areerere tecniae eerie 


Increase (decrease) in cash and 

Short-term investments, 4.122.025 a+ eis els 
Cash and short-term investments 

at the besinning of the'year «2. sessile 


Cash and short-term investments 
atatheendiofithe ycatue serie seen aire tsi 











1997 1996 
(19,512) (18,975) 
1,142 995 
21 46 
16 (9) 
312 (643) 
(18,021) (18,586) 
19,746 20,773 
(2,050) (1,087) 
(325) 1,100 
2,864 1,764 
2,539 2,864 
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NATIONAL MUSEUM OF SCIENCE AND TECHNOLOGY—Continued 
NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997 


1. Authority, mandate and operations (d) Pension plan 


The National Museum of Science and Technology was estab- 
lished by the Museums Act on July 1*', 1990, and is an agent 
Crown corporation named in Part I of Schedule III to the 
Financial Administration Act. 


The mandate of the corporation as stated in the Museums Act 
is to foster scientific and technological literacy throughout 
Canada by establishing, maintaining and developing a collec- 
tion of scientific and technical objects, with special but not 
exclusive reference to Canada, and by demonstrating the prod- 
ucts and processes of science and technology and their 
economic, social and cultural relationships with society. 


The corporation’s operations comprise the National Museum 
of Science and Technology, the National Aviation Museum and 
common support activities. Each Museum’s operations are 
divided into two complementary activities: 


Display facility operation 


The operation of the public facilities of the Museum, in- 
cluding the development and maintenance of exhibits, 
interpretation, communication and promotion, gift shops, 
food services and other services to visitors. 


Collection management 


Curatorial research, cataloguing, documentation, conserva- 
tion and restoration of the collection, the library, and 
related services. 


. Accounting policies 


These financial statements have been prepared in accor- 
dance with generally accepted accounting principles. The 
significant accounting policies are: 


(a) Inventories 


Inventories are valued at the lower of cost and net realiza- 
ble value. 


(b) Collection 


The collection constitutes the major portion of the corpo- 
ration’s assets but is shown at a nominal value of $1,000 
on the balance sheet because of the practical difficulties in 
reflecting it at a meaningful value. Objects purchased for 
the collection are recorded as expenses in the year of 
acquisition. Objects donated to the corporation are not 
recorded in the books of account. 


(c) Property and equipment 


Property and equipment are recorded at cost. Capital assets 
are amortized using the straight-line method over their 
estimated useful lives as follows: 


10 to 25 years 
5 to 12 years 
5 to 10 years 


Building renovations 
Equipment 
Office furniture 


The employees of the corporation participate in the Public 
Service Superannuation Plan administered by the Govern- 
ment of Canada. The employees and the corporation 
contribute equally to the cost of the Plan. This contribution 
represents the total liability of the corporation. Contribu- 
tions in respect of current service are expensed during the 
year in which the service is rendered. The corporation is 
not required under present legislation to make contribu- 
tions with respect to actuarial deficiencies of the Public 
Service Superannuation Account. 


(e) Commercial operations 


Operating expenses of gift stores, cafeterias and product 
marketing, including costs relating to personnel, travel, 
transportation, advertising, building maintenance, rent and 
utilities, are included in operating expenses. 


(f) Employee termination benefits 


On termination of employment, employees of the corpo- 
ration are entitled to certain benefits provided for under 
their collective agreement and their conditions of employ- 
ment. The cost of these benefits is expensed in the year in 
which they are earned. 


(g) Parliamentary appropriation 


Operating expenses and the acquisition of property and 
equipment are financed by a parliamentary appropriation 
which is credited to the equity of Canada in the year to 
which it applies. 


3. Cash and short-term investments 


1997 1996 


(in thousands of dollars) 








Gash tercieh inne We here ae oreo 539 314 
Short-term investments: «.....02 «eee ce: 2,000 2,550 
2,539 2,864 


The corporation investments are limited to 60 days in Sched- 
ule "A" banks, and government backed paper. The average rate 
of return in 1996-97 was 3.75% compared to 5.50% in 1995- 
96. 


. Inventories 


1997 1996 


(in thousands of dollars) 





Books, pamphlets, replicas and 


‘Othemmatenlalsiermserraeye revert 420 323 
Publications ini processyy.).-1-)- 1c lreeiocrerer: 17 3 
437 326 
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NATIONAL MUSEUM OF SCIENCE AND TECHNOLOGY—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Concluded 


5. Trust account 


This account was established by sub-section 15(1)(m) of the 
Museums Act, and is credited with moneys received by the 
corporation by way of gifts, bequests or otherwise, interest on 
securities, rent or sales of real property acquired by the corpo- 
ration by way of gifts, bequests or otherwise. Also an amount 
representing interest on the balance is credited to the account. 
The account is charged with amounts expended for the purpose 
for which such moneys or property were given, bequeathed or 
otherwise made available to the corporation. These transac- 
tions are not included in the statement of operations. 


1997 1996 


(in thousands of dollars) 








Receipts 
Gifts ‘and bequestse 1-1. marrdael-tlher ties 28 3 
IMtOLeSt %.aegars sapere) siacate) spaitehalantelocsrehotolsuenste 27 41 
TotalineceiptSwrertacvaernciemicreasireta tater: 55 44 
DISDUTSEMENtS essere roer yer aer lett eterna 1 





Excess of receipts over 
disbursementsiee- ects aiissse saree, et 54 44 
Balance at the beginning of the year ....... 12 668 





Balance at the end of the year, 
represented by cash and 
short-termiuinvestments’ > - >. .1aetenmnane 766 712 








6. Property and equipment 





1997 1996 
Accu- Net - Net 
mulated book book 
Cost amortization value value 








(in thousands of dollars) 


Building 

TENOVallons Sener 6,961 1,580 5,381 4,400 
Equipmentaeerer ees 4,157 3,290 867 859 
Office furniture.......... 4,763 30733 1,030 il alp2y/ 








15,881 8,603 7,278 6,386 








7. Related party transactions 


The corporation is related to all government of Canada 
departments, agencies and Crown corporations. 


The corporation incurred expenses for the work and services 
provided by other government departments and agencies. 
These transactions were conducted in the normal course of 
Operations, under the same terms and conditions that applied 
to outside parties. 


As aresult of its program review, Agriculture and Agri-Food 
Canada has decided that it would no longer manage public 
display facilities at the Central Experimental Farm. The de- 
partment has transferred the ownership of its farm operation 
equipment to the Corporation who has undertaken the respon- 
sibility of programming at the Central Experimental Farm. 


8. Commitments 


As at March 31, 1997, the corporation had entered into 
various agreements mainly for accommodation. The future 
minimum payments are as follows: 

1997-98 1998-99 1999-05 


(in thousands of dollars) 





WWeASGS en SA We caactyan cance otek 2,180 2,025 13,211 
Protection Services eee crea eae aie 488 488 
TOTAL. aera ea mente rab 2,668 2.508 13,211 








9. Comparative figures 


Certain comparative figures have been reclassified to con- 
form to the presentation adopted in 1996-97. 
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NATIONAL MUSEUM OF SCIENCE AND TECHNOLOGY—Concluded 


OPERATING EXPENSES 
FOR THE YEAR ENDED MARCH 31, 1997 

















(in thousands of dollars) SCHEDULE 1 
1997 1996 

IPETSONNEMCOSISas stay tavale siete ene aaa cla narertoteate. 6 10,810 10,262 
Professional and special services.............. 2.539 2,550 
eeaSestOLDULIGIN Serio rceesen tae brani erento 2s 2,415 
FATHOTULZAL ON Wael arse ctor tensk cars oe aroaiermelteoore 1,142 995 
Gift stores, cafeteria and product 

TMARKG UN Ov eeecewen kee iceaia lotr coed acto, caorstieteie euch 933 1,029 
Materia lssanGusUpplieSrmacryctstsiciste.asretererciereiaruees 800 555 
MU EIILI CS Mee eetrtregee teeta eitecccoke bie aiictee occ ierte 797 620 
Repair and upkeep of buildings ............... 591 611 
UNLV CLUIGIN Oacsetatet sheer ferswetecatecce sna iekactiearerstepevert sister 528 497 
BUD ING ATOMS eemes sresayrncie repose eyncicrer incest 510 357 
PRAT OM GIMME, washao sacocscsodoooen vo 488 478 
Repairs and upkeep of equipment ............. 345 268 
Property management services................ 296 315 
TSA Cl eras sve teerccr cress for ove Ore rats hare antlers eh nude eversnee she 203 174 
Coramunicattonsgyre crea eerie ae ee eke aver 192 189 
Rentaliohequipmentiy cts st cicreiiskrere eh etree 188 136 
Freightiexpressrand) Cartage: any... -ie act sets ae 185 274 
DESigmand Gis playa. erm ers) cketepsier- aletelets < cxcuats oacnels gis) 115 
Office supplies and equipment................ 173 276 
SOOKS: syiteretet peste fe sayvip shes cae 5: <parsyarptse steko myeke Rees 91 92 
Miscellaneous gedeteterc myers ster. Casali pockets 40 15 
Purchase of objects 

forthe collectonmmacmee erie ar eer 40 73 

23,240 22,296 





COMMERCIAL OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1997 


























(in thousands of dollars) SCHEDULE 2 
1997 1996 
Revenue 
(Gigs hig acto odecs MUO Se pO None aaoTAT 861 884 
IBOOGSSEIVICES aye tek tic trasrreae cee oe eee 284 276 
Productmarketin gir iets eae errata: 501 279 
Rietital Swpere incest eccreton ior erapueetern ey ueeleastieeal 21 16 
1,667 1,455 
Cost of sales 
Gifishopseprmer tees micirseie sero sare lererarterer- 492 481 
IBOOCISERVICES ee ire a srt oie rarein ove wl nrel racial 125 108 
ProduchMarketin Cmerersateerertia tae 278 533 
Shit al Siepacwenctecstct creme arenes cecavorete volavoner aiohalsieaee 10 a 
905 1,129 
Operating costs 
SiH MOGs cocosnnaaceadodgeasooccocod008 345 290 
I OOGISERVACES sporenccrsiciarsc orave-Nietere feyevevecclesens ieleie 176 164 
Proguet marketing reer leileti eles veketerelst rere 388 161 
909 615 





INES SOEs c Arad Omron OIG ORO IIE clo mimic Genes (147) (289) 
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OLD PORT OF MONTREAL CORPORATION INC. 


MANAGEMENT REPORT ON ITS RESPONSIBILITY TOWARD 
THE FINANCIAL STATEMENTS 


The Corporation’s Management is responsible for preparing and 
presenting the financial statements in the annual report. These have 
been prepared in accordance with generally accepted accounting 
principles and necessarily contain estimates made by Management 
to the best of its judgement and for which Management takes 
responsibility. Management acknowledges its responsibility for 
choosing accounting principles and methods which are compatible 
with the Corporation’s circumstances. Financial information pre- 
sented elsewhere in the annual report is consistent with that 
included in the financial statements. 


Management applies internal controls, accounting principles and 
practices so as to provide reasonable degree of certainty that finan- 
cial information is relevant and reliable, that the assets it manages 
are safeguarded and that the transactions of the Corporation have 
been in compliance with the appropriate authorizations. The Corpo- 
ration has appointed Fauteux Bruno Bussiére Leewarden, Chartered 
Accountants, to conduct periodic internal audits on the above-men- 
tioned controls. This firm has made its observations and 
recommendations to Management and to the Audit Committee of the 
Board of Directors, to which it has unlimited access. 


The Board of Directors is responsible for the study and approval 
of the financial statements, as well as for overseeing how Manage- 
ment discharges its responsibility for the presentation of financial 
information. The Board exercises this responsibility primarily 
through the Audit Committee, which is composed exclusively of 
Directors who are not part of Management nor employed by the 
Corporation. This committee examines the financial statements 
with Management and representatives of the Auditor General of 
Canada, who is appointed as external auditor by the shareholder, 
before submitting them to the Board for approval. This committee 
also examines the work plans submitted by the internal and external 
auditors and meets with them in order to discuss their findings and 
observations regarding the accounting issues, the audit procedures 
and the presentation of financial information. The Auditor General 
of Canada is responsible for auditing the transactions, the accounts 
and the financial statements of the Corporation and to express an 
opinion on these financial statements. 


Management considers that the financial statements present fairly 
the financial position of the Corporation and the results of its 
operations and the changes in the financial position. The Board of 
Directors has studied and approved the financial statements follow- 
ing a recommendation from the Audit Committee. 


Pierre Emond 
President and Chief Executive Officer 


Dany Bleau, CA 
Vice-President, 
Finance and Human Resources 


AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 
AND GOVERNMENT SERVICES 


I have audited the balance sheet of the Old Port of Montreal 
Corporation Inc. as at March 31, 1997 and the statements of revenue 
and expenditures, Minister’s account and changes in financial posi- 
tion for the year then ended. These financial statements are the 
responsibility of the Corporation’s management. My responsibility 
is to express an opinion on these financial statements based on my 
audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Canada Busi- 
ness Corporations Act, the articles and the by-laws of the 
Corporation and the Agreement between the Corporation and Her 
Majesty in Right of Canada represented by the Minister of Public 
Works and Government Services. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 30, 1997 
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OLD PORT OF MONTREAL CORPORATION INC.—Continued 


BALANCE SHEET AS AT MARCH 31, 1997 




















ASSETS 1997 1996 LIABILITIES 1997 1996 
$ $ $ $ 
Current Current 
(Casha atrretercickarmertcinjerai@iclevscs tse a een arevenrenve ten 648,415 1,323,564 Accounts payablemrrrt statis ene ees cree TAO SdT 1,689,890 
ACCOUNISIECEIVAD Les mire eee ee tee ree 267,015 614,172 Defemeame vie nl Cartetany smi: staatrts racecar neta 59,423 41,603 
IAS EN CUS GaN o.5 oboe Ob undO oon Ow oN LOOOIL 514,162 184,422 Due to Receiver General of Canada 
(NGte: 3) iseyrasecine: Gets eet Me etna 206,373 37,574 





1,045,373 1,769,067 
Provision for employee 
(OMRON NAS ooonscnogsnncosoopoane 381,004 342,014 


1,426,377 2,111,081 








Contingencies (Note 7) 
EQUITY OF CANADA 


IMIR INCROMES GognaseuPaeenooenoooncdos 32'S 11,077 
Capitalastacka(INoter4) Wesceierie tists oie talieersiar: 


1,429,592 2,122,158 1,429,592 2,122,158 














Approved by the Board: 


RAYMOND CYR 
Director 


BERNARD LAMARRE 
Director 
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OLD PORT OF MONTREAL CORPORATION INC.—Continued 


REVENUE AND EXPENDITURES 
FOR THE YEAR ENDED MARCH 31, 1997 



























































1997 1996 
$ $ 
Revenue 
Animation|pro grams) .y4 faci -atiehlaitervaeieialers 4,059,224 5,834,730 
Less; royalties to third parties. ..........0..- 321,758 485,730 
3,737,466 5,349,000 
Daily and monthly parking................. 2,247,163 2,346,087 
Concessions and exclusive rights............ 1,667,697 1,995,106 
TnfEKESE rn cs HAT hae Oe eae aa 33,871 81,995 
GLAD brea oncce tote ees ees 92,598 123,055 
CUS tape ven vorctccectous ot hemeecededeter a skeet nent 509,269 549,990 
8,288,064 10,445,233 
Operating expenditures 
Maintenance of property and space rental..... 4,470,488 4,113,387 
Amimatlonspro gram Siren ct ter ecto eeeteras 3,154,190 4,685,900 
‘AdministratlOnia.. cracersc cherries cere 1,787,686 1,595,342 
Gommunicationssssceceie nee cence toric ee 2,119,204 1,851,245 
11,531,568 12,245,874 
Excess of operating expenditures 
Over TEVENUE sree Las asers sy aicicis: oiera cic arenes rex 3,243,504 1,800,641 
Canpitaliexpenditures|(NOteI) ons ryt 258,429 493,275 
Excess of expenditures over revenue........... 3,501,933 2,293,916 
Revenue allotted to the Consolidated Revenue 
Fund ofi@anada.y ances omnia mentees 305,929 354,852 
Amount to be funded for the year.............. 3,807,862 2,648,768 
MINISTER’S ACCOUNT 
FOR THE YEAR ENDED MARCH 31, 1997 
1997 1996 
$ $ 
Balance in excess (deficit) at 
beginning ofpy cate eer tatty sster tara 11,077 (840,155) 
Amount to be funded for the year.............. (3,807,862) (2,648,768) 
(3,796,785) (3,488,923) 
Parliamentary appropriations received.......... 3,800,000 3,500,000 
Balance in excess at the end of the year......... 32115 OTT 








CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1997 











Operating activities 

Excess of operating expenditures 

OVELTEVENUCL Mies egies oe neers areca as ae 
Decrease (increase) in accounts receivable... . 
Decrease (increase) in prepaid 

EXPENSESta mee A eee Meerieaiactolete 
Decrease in accounts payable..............-. 
Increase (decrease) 

In(deretred re yenUc weietsetle ete enact tert 
Increase in the provision for 

employee termination benefits............ 


Investing activities 
G@apitaliexpendituresmr errata rrr tet: 


Financing activities 
Parliamentary appropriations received ....... 
Remittances to the Consolidated 
ReEVenue:h Und eee amr decir: 











Cash 
Increase (decrease) for the year............. 
Balance at beginning of the year............ 





Balanceratendion the year anc. mrt ei trenere 


1997 1996 
$ $ 

(3,243,504) (1,800,641) 
347,157 (32,706) 
(329,740) 389,904 
(910,313) (337,181) 
17,820 (53,519) 
38,990 8,864 
(4,079,590) (1,825,279) 
(258,429) (493,275) 
3,800,000 3,500,000 
(137,130) (751,187) 
3,662,870 2,748,813 
(675,149) 430,259 
1,323,564 893,305 
648,415 1,323,564 
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OLD PORT OF MONTREAL CORPORATION INC.—Continued 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1997 


1. Authority and activities (f) Retirement savings plan 


The Old Port of Montreal Corporation Inc. was incorporated 
on November 26, 1981 under the Canada Business Corpo- 
rations Act and is a wholly-owned subsidiary of Canada Lands 
Company Limited, a Crown corporation named in Part I of 
Schedule III to the Financial Administration Act. 


Effective February |, 1982, pursuant to an agreement be- 
tween the Corporation and Her Majesty in Right of Canada 
represented by the Minister of Public Works and Government 
Services, the Corporation is responsible for developing and for 
promoting the development of the lands of the Old Port of 
Montreal, and for administering, managing, and maintaining 
the property of Her Majesty located therein. The Corporation 
fulfils this responsibility in the name and for the account of 
the Minister of Public Works and Government Services who 
continues to hold title to the capital assets for the benefit of 
Her Majesty. 


. Significant accounting policies 
(a) Financial statement presentation 


The financial statements present transactions carried out by 
the Corporation as agent and on behalf of the Minister of 
Public Works and Government Services. 


(b) Amount to be funded 


All expenditures incurred by the Corporation, net of reve- 
nue used for its operations, are reimbursable by the 
Minister of Public Works and Government Services using 
a parliamentary appropriation. 


The difference between parliamentary appropriations re- 
ceived and the amount to be funded is recorded in the 
Minister’s Account. 


(c) Employee termination benefits 


On termination of employment, employees of the Corpo- 
ration are entitled to certain benefits provided for under the 
salary administration policy of the- Corporation. The cost 
of these benefits is recorded in the year in which they are 
earned by the employees. 


(d) Revenue 


Pursuant to the agreement between the Corporation and the 
Minister of Public Works and Government Services, pro- 
ceeds from the direct use of capital assets having titles held 
by the Minister are allotted to the Consolidated Revenue 
Fund of Canada and are to be remitted to the Receiver 
General for Canada. Other proceeds are used by the Corpo- 
ration for its operations. 


(e) Expenditures of a capital nature 


Expenditures of a capital nature represent costs that signif- 
icantly increase the value or extend the useful lives of 
properties administered by the Corporation. They also in- 
clude costs of demolishing structures. Capital assets are not 
disclosed in the balance sheet since the Minister of Public 
Works and Government Services holds title to the capital 
assets for the benefit of Her Majesty. 


The Corporation has established a group retirement savings 
plan under which a single trust was established with a 
private sector organization in order to accumulate contri- 
butions to provide a retirement income for the employees 
through individually registered retirement savings 
plans.The Corporation acts solely as an agent without in- 
curring any liability. 


3. Due to Receiver General for Canada 

















1997 1996 
$ $ 
Balance at beginning of the year.......... 37,574 433,909 
Proceeds allotted to the Consolidated 
Revenue Fund of Canada 
Derived from operations 
Monthlysparkingerenmecn ecient reer 211,995 262,022 
Rentals: ers totic encke Savetete une Mramhaietaticsua ote 70,432 62,123 
OUTER Fae cicloc tornersacre lest erasers en eae 23,502 30,707 
305,929 354,852 
343,503 788,761 
Remittance see acl racitier recta autorctercre e (137,130) (751,187) 
Balancesatiendiofithesyecar mca rel 206,373 37,574 








4. Capital stock 


The Corporation is authorized to issue a single share, to be 
held in trust for Her Majesty in Right of Canada, which may 
not be transferred without the consent of the Governor General 
in Council. The authorized share has been issued in considera- 
tion of services rendered. 


5. Capital expenditures 








1997 1996 
$ $ 
Gurrentsy ear projects) -7 a4 -1-ia nse 450,760 1,112,509 
Revision of accounting estimates ......... (192,331) (493,000) 
Recoveries from a third party ............ (126,234) 
Nef capital/expenditure. 72a. ere) eel 258,429 493,275 








6. Commitments 


As at March 31, 1997, the commitments for operating activ- 
ities totalled $1,983,421 ($1,856,688 as at March 31, 1996). 


. Contingencies 


Various claims have been brought against the Corporation in 
the normal course of business. 


It is the opinion of management that the settlement of these 
contingencies will not result in any material liabilities to the 
Corporation. Any loss resulting from an unfavourable decision 
against the Corporation would be charged to the year during 
which the Corporation would actually be compelled to pay. 
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OLD PORT OF MONTREAL CORPORATION INC.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1997—Concluded 


8. Fair value of financial instruments 


The transactions related to accounts receivable and accounts 
payable are incurred in the normal course of business. The 
carrying amounts of each of these accounts approximate their 
fair value because of their short-term maturity. There is no 
concentration of accounts receivable with any customer and, 
consequently, the credit risk is low. 


9. Non-monetary transactions 


The Corporation has granted exclusive rights to some of its 
sponsors in exchange of publicity. These non-monetary trans- 
actions were at arm’s length and recorded equally in revenue 
and in expenditure at the fair value of the assets and services 
received, estimated at $263,700 in 1996-1997 ($276,200 in 
1995-1996). 


10. Related party transactions 


The Corporation is related in terms of common ownership to 
all Government of Canada departments, agencies and Crown 
corporations. The Corporation enters into transactions with 
these entities in the normal course of business. 


11. Cumulative data since November 26, 1981 





Accumulated Accumulated 
as at as at 
March 31, 1996 1996-97 March 31, 1997 
$ $ $ 
Capital expenditures ....... 131,230,834 258,429 131,489,263 


Excess of operating 
expenditures : 
OVERTEVENUCGl Teas ae mee 33 ,211237 3,243,504 36,454,741 
Proceeds allotted to the 
Consolidated Revenue 
Eund’of Canadannw-nea.- 4,939,942 305,929 5,245,871 


Amount funded by the 
Minister of Public Works 


and Government 
Services: s sere pence 2s 169,382,013 3,807,862 173,189,875 











12. Breakdown of accumulated capital expenditures 





Accumulated Accumulated 
as at as at 
March 31, 1996 1996-97 March 31, 1997 
$ $ $ 
Improvement to land and to 
areasiofiwatehe de. stsrais 84,327,959 (111,085) 84,216,874 
Building seeerweatee errr ates 22,370,690 195,970 22,566,660 
Bridgesie en. aesreeineese nis 4,521,000 10,906 4,531,906 
Major wharf repairs........ 7,955,000 7,955,000 
Furniture, urban furniture 
and equipment.......... 6,887,988 162,638 7,050,626 
Substructure and public 
SeRVICESH. Soe otets 4,689,197 4,689,197 
Archaeological relics....... 479,000 479,000 





131,230,834 258,429 131,489,263 

















PACIFIC PILOTAGE AUTHORITY 


MANAGEMENT REPORT 


These financial statements have been prepared by management in 
accordance with generally accepted accounting principles. The Au- 
thority’s management is responsible for the integrity and objectivity 
of the data in these financial statements along with the supporting 
information contained in the annual report. Management maintains 
a system of internal control to provide reasonable assurance as to 
the reliability of financial information and the safeguarding of 
assets. 


The Board of Directors of the Authority is responsible for ensur- 
ing that management fulfils its responsibilities for financial 
reporting and internal control. The Board exercises this responsibil- 
ity through an audit committee which meets regularly with 
management. 


The independent auditor, the Auditor General of Canada, is re- 
sponsible for auditing the transactions and financial statements of 
the Authority and for issuing his report thereon. 


D. B. McLennan 
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AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have audited the balance sheet of the Pacific Pilotage Authority 
as at December 31, 1996 and the statements of operations, retained 
earnings and changes in financial position for the year then ended. 
These financial statements are the responsibility of the Authority’s 
management. My responsibility is to express an opinion on these 
financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 



































Chairman material respects, the financial position of the Authority as at 
: December 31, 1996 and the results of its operations and the changes 
B. D. Chadwick in its financial position for the year then ended in accordance with 
Controller generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 

Further, in my opinion, the transactions of the Authority that have 
come to my notice during my audit of the financial statements have, 
in all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Pilotage Act and 
regulations and the by-laws of the Authority. 

L. Denis Desautels, FCA 
Auditor General of Canada 
Ottawa, Canada 
January 31, 1997 
BALANCE SHEET AS AT DECEMBER 31, 1996 
(in thousands of dollars) 
ASSETS 1996 1995 LIABILITIES 1996 1995 
Current Current 
Cash and short-term investments Accounts payable and accrued liabilities 
(ONES) CenaococasmoogursuobonooGGuape 1,135 2,027 OSC asascsanotuasagopesconsGoowooc 2,821 2,770 
Accounts receivable (Note 3)..............- 3,025 2,606 Long-term 
prepaldiexPenses mercer ne trie ir etry 87 178 Accrued employee termination benefits ...... 656 642 
4,247 4,811 3,477 3,412 
Long-term 
Long-term investment (Note 4) ............. 936 EQUITY OF CANADA 
G@apitaliassetsi(Noteis) ere rerstntp tartar irri 642 769 
1,578 769 Contributedicapitalemecme ements ia 806 806 
Retained (camingsirer see et stirrer cer 1,542 1,362 
2,348 2,168 
5,825 5,580 5,825 5,580 





Approved by the Authority: 


D. B. McLELLAN 
Chairman 


K. B. HALLAT 
Member 
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PACIFIC PILOTAGE AUTHORITY—Continued 


STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED DECEMBER 31, 1996 


(in thousands of dollars) 





STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1996 


(in thousands of dollars) 











Revenues 
Pilotage: charges)) «tor. nSettt sin andes Reena 
Interest‘and other income ==... terrier 


Expenses 

Contract pilots feeswn risa citer retetetne: 
Operating costs of pilot boats............... 
Mransportaomand Wavelet acts terete 
Stath salaties and benetits eto. cia 1rraetaerets 
Pilots’ salaries and benefits. .....25-.-...04- 
Professional and special services............ 
RENTALS 29, sercyepensiev seve tase Reheat eno siomeseene ener 
AM OReZAtlOnu cane aees icici tkerisrseereaed= enna rere 
Utilities, materials and 

SVs pad ccoc dn ndanasnnosoooodveod ve 
Gommunicationse. pee Nae eat errr 
@omputeriservicesm aceon ele eee 
Repairs and maintenance er sits auras 


Net income (loss) for the year ................ 




















STATEMENT OF RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1996 


(in thousands of dollars) 

















Appropriated 
Balance at beginning and end of the year ..... 
Unappropriated 
Balance at beginning of the year............. 
Net income (loss) for the year..............- 


Balance atiend of thelyeatenc.).1-cernt ene 














1996 1995 1996 1995 
Operating activities 
35,967 34,029 Net income (loss) for the year............. 180 (1,142) 
a2 192 Items not affecting cash 
Amortizavioneeescteciosiea re caer 185 158 
36,039 34,221 Ape 
Employee termination benefits .......... 14 64 
Loss on disposal of capital 
24,916 24,263 ASSELS NAL ok ACCT tac ee ee 4 
3,812 3,872 Change in non-cash operating components 
3,605 35594 Ofaworkingicapitaleeeer eter eee (277) 998 
1,661 
eh se Cash generated by 
13 287 Operating AChivitleS myer rnd etter tetas 106 78 
204 209 Investing activities 
185 158 Additions to capital assets ................ (62) (107) 
Increase in long-term 
128 122 ENVESTIMENE wane ieocracta (te Shclesetn eter nelenasts (936) 
97 93 
998 
69 134 , Onn 
21 1 Wecreaseun Cashis crea steccunnceru None cota ayacseeans (892) (29) 
Cash and short-term investments at 
35,859 35,363 beginning.or theyeatner erm cis te 2,027 2,056 
180 (1,142) Cash and short-term investments at 
End:Of they CATs erecta cater svers ey sve (inera san onare Wajl2}s) 2,027 
1996 1995 
500 500 
862 2,004 
180 (1,142) 
1,042 862 
1,542 1,362 











PACIFIC PILOTAGE AUTHORITY—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1996 


1. Authority and objectives 


The Pacific Pilotage Authority was established in 1972 pur- 
suant to the Pilotage Act. The objectives of the Authority are 
to establish, operate, maintain and administer a safe and effi- 
cient pilotage service within designated Canadian waters. The 
Act further provides that the tariffs of pilotage charges shall 
be fair and reasonable and consistent with providing a revenue, 
together with any revenue from other sources, sufficient to 
permit the Authority to operate on a self-sustaining financial 
basis. 


Pilotage services on the Fraser River are provided by em- 
ployee pilots and in other coastal waters under a contract with 
a local licensed pilots’ company. 


The Authority is a Crown corporation named in Part I of 
Schedule III to the Financial Administration Act and is not 
subject to any income taxes. 


. Significant accounting policies 
Amortization 


Amortization of capital assets is calculated on a straight-line 
basis and is based on the estimated useful lives of the assets 
as follows: 


Buildings 20 years 
Pilot boats 25 years 
Equipment—Communication and other 10 years 

—Computer 3 years 
Leasehold improvements 15 years 


Employee termination benefits 


Employees are entitled to specified benefits on termination 
as provided for under labour contracts and conditions of em- 
ployment. The liability for these payments is estimated and 
recorded in the accounts as the benefits accrue to the employ- 
ees. 


Contributed capital 


Amounts representing the values assigned to capital assets 
transferred from Canada in 1972 and the cost of any property 
and equipment financed from parliamentary appropriations are 
shown as contributed capital. 


Appropriated retained earnings 


Amounts are appropriated from time to time by the Authority 
to provide for extraordinary costs arising from renewal or 
acquisition of capital assets and for contingencies. 


Pension plan 


All employees are covered by the Public Service Superan- 
nuation Plan administered by the Government of Canada. 
Contributions to the Plan are required from both the employee 
and the Authority. These contributions represent the total li- 
ability of the Authority and are recognized in the accounts on 
a current basis. 
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3. Financial instruments 


The Authority invests all of its short-term funds in an over- 
night money market account with a Canadian chartered bank 
(yield 1-2%). 


Due to the short-term nature of accounts receivable, ac- 
counts payable and accrued liabilities, their fair value 
approximates book value. 


There is no concentration of accounts receivable with any 
one customer, and accordingly there is no significant credit 
risk. 


. Long-term investment 


The Authority invests in government-backed securities only. 
Its investment portfolio as at December 31, 1996 is comprised 
of a $936,000 Export Development Corporation Bond 
(yield 3.71%) which matures March 25, 1998. The fair market 
value of the investment as at December 31, 1996 approximates 
the net book value. 


5. Capital assets 


1996 1995 





Accumulated 
Cost amortization Net Net 





(in thousands of dollars) 





Buildings assis 110 60 50 53 
Pilouboatsiy eerie 1,306 1,080 226 266 

Equipment 

—Communication 

and other ..... 650 335 Sh5) 356 
—Computers....... 486 462 24 64 

Leasehold 
improvements...... 81 54 27) 30 
2,633 1,991 642 769 








6. Commitments 


The Authority has a long-term operating lease obligation for 
office accommodation aggregating $260,280 to 
December 31, 1999 at a base annual rent of $86,760. The 
obligation also calls for pro rata share of annual operating 
costs estimated at $35,000 for 1997. 


The Authority has an operating lease agreement for the 
services at Cape Beale of a manned pilot boat until 
December 31, 1998. For 1997 rent will be $375,381. The rent 
for 1998 has yet to be determined. 


The Authority has a commitment to the BC Coast Pilots Ltd. 
to contribute $125,000 per annum towards pilot training costs, 
for the duration of the 5 year contract between the two parties, 
commencing January |, 1997. 
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PETRO-CANADA LIMITED 


AUDITOR’S REPORT 
TO THE MINISTER OF FINANCE 


I have audited the balance sheet of Petro-Canada Limited as at 
December 31, 1996 and the statement of operations and retained 
earnings and changes in financial position for the year then ended. 
These financial statements are the responsibility of the Corpo- 
ration’s management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted audit- 
ing standards. Those standards require that I plan and perform an 
audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


BALANCE SHEET 
AS AT DECEMBER 31, 1996 
(stated in millions of dollars) 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Petro-Canada 
Limited Act and the by-laws of the corporation. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
March 27, 1997 


























ASSETS 1996 1995 
Current assets 
Cash and short-term deposits ............... 3 3 
Accrued interest receivable...............-- 9 9 
Current portion of investments.............. 11 79 
23 91 
Investments: (NOtE: 5) sacra nico sveteteeieeret net teres 425 433 
448 524 








Approved by the Board: 


ROBERT HAMILTON 
Director 


JOY F. KANE 
Director 


LIABILITIES AND SHAREHOLDER’S EQUITY 1996 1995 





Current liabilities 
Current portion of long-term 





deb tage Pe chose avec a amicom ae oakus 66 
Acormedimterest payablemer i triete ister seriele 9 12 

9 78 

Deferred revenue (Note 4)..........-.--.005: 27 31 
Bong-tenm debt (NOte 6) meres ete tierra 409 413 
Shareholder’s equity (Note 7) ..............6- 3 2 
448 524 








PETRO-CANADA LIMITED—Continued 


STATEMENT OF OPERATIONS AND RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1996 
(stated in millions of dollars) 

















1996 1995 
Revenue 
NCEA TOS ay aso sdnad ooh seeen do code 40 43 
Expenses 
interestion one-term Gebt. cme seca visa: 39 42 
INGUIN COME eae ata aks ei ehi Sieh hose ein ve stnne ree 1 1 
Deficit atbermnine Of year... es. . se sce « (27) (28) 
Deertatton Git Calumet tnt siier- ciel crisis (26) (27) 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1996 
(stated in millions of dollars) 























1996 1995 
Operating activities 
INGtinCOMmersratemn Semaine heer went aays 1 1 
Non-cash items included in income 
Aceniedsnterestmoeae ee cei cee creas (13) (13) 
Amortization of premium................ 2 2 
Amortization of deferred revenue......... (3) (5) 
(13) (15) 
Investing activites 
Proceeds from sale of investments........... 86 28 
Financing activities 
Repayment of long-term debt............... (73) (12) 
Foreign exchange translation 
ETaH ANAM WE! osapoooooooudonnnooudene (1) 
(73) (13) 
Increase in cash and short-term 
AepOSitS i jaenk dns Pela case oul cite Pe aren 
Cash and short-term deposits at 
beginning\of yeatyacnsa-ra sree nelr rice 3 3 





Cash and short-term deposits at 
endiohwvearwercc ccc morta ecere 3 3 
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PETRO-CANADA LIMITED—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1996 
(tables are stated in millions of dollars) 


1. The Corporation Under the Agreement Petro-Canada paid to the Corporation 


Petro-Canada Limited ("the Corporation") is an agent Crown 
corporation named in Part II of Schedule III of the Financial 
Administration Act. The objective of the Corporation is to meet 
its obligations on its outstanding bonds and its current and 
future operating costs from the revenues generated by its in- 
vestment portfolio and cash reserves. 


Pursuant to an Order-in-Council and subsequent amend- 
ments to income tax legislation, effective July 3, 1991, the 
Corporation became an exempt corporation for purposes of the 
Income Tax Act and is not liable for income taxes after that 
date. 


. Summary of significant accounting policies 
(a) Translation of foreign currency 


Monetary assets and liabilities are translated into Canadian 
dollars at rates of exchange in effect at the balance sheet 
date. Related interest revenue and expense are translated at 
rates of exchange in effect at the respective transaction 
dates. Investments hedge foreign currency fluctuations on 
long-term debt. Unrealised exchange gains or losses arising 
on translation of investments are offset against those relat- 
ing to the long-term debt with the difference recorded in 
the investment component of the balance sheet. 


(b) Investments 


Investments are carried at cost less amortization of premi- 
ums on acquisition. Premiums on acquisition are amortized 
on a straight-line basis over the life of the related bond. 
Strip bonds are carried at cost plus accrued interest. 


(c) Deferred revenue 


Deferred revenue is amortized on a straight-line basis over 
the life of the related debt. 


. Related party transactions 


The Corporation holds investments with a face value of 
Canadian $244 million (1995—Canadian $243 million) in an 
agent Crown corporation of the Government of Canada and has 
Canadian $3 million on deposit with the Government of 
Canada (1995—$-). The investments earn interest of Canadian 
$21 million per annum. The deposit earned interest of Cana- 
dian $133 000 during 1996. The interest has been reflected in 
the statement of operations as interest revenue. At 
December 31,1996, Canadian $9 million was owing to Petro- 
Canada Limited for interest earned during 1996 
(1995 Canadian $9 million). 


. Debt restructuring 


In May 1991, the Corporation entered into a debt restructur- 
ing agreement ("the Agreement") with Petro-Canada and the 
Government of Canada whereby Petro-Canada was to prepay 
to the Corporation the outstanding debentures receivable due 
to the Corporation based on the market value of the debentures 
on the date of prepayment. At December 31, 1992, Petro- 
Canada had prepaid all debentures receivable due to the 
Corporation thereby completing the repayment required under 
the terms of the Agreement. Proceeds from the prepayments 
were used to retire long-term debt of the Corporation. Where 
outstanding debentures in long-term debt could not be retired, 
investments were purchased by the Corporation to meet the 
future obligations on such debt. 


a prepayment premium of US $13 million (Canadian $15 mil- 
lion) in consideration of the costs associated with the 
prepayment of debentures receivable. 


The Corporation has deferred the portion of the gain on 
retirement of debentures receivable and the portion of the 
prepayment premium associated with the long-term debt not 
redeemed. 


. Investments 


The investments are high quality government debt securities 
that are intended to be held until maturity and as a result no 
adjustments are made for any decreases in market value. Pro- 
ceeds from interest and principal maturity of the investments 
approximate the Corporation’s interest and principal obliga- 
tions of the debentures in long-term debt both in respect of the 
timing of payments and the currency of payments. 


Credit Risk: About 99% of the securities in the investment 
portfolio are US government and agency securities and Export 
Development Corporation notes, which are considered to be 
low risk, and the other 1% are provincial government securi- 
ties. 


Terms and Conditions: Strip bonds, which receive interest at 
maturity, earn effective interest of 5.23% to 8.61%. These 
bonds mature between 1997 and 2018. Coupon bonds receive 
interest semi-annually at interest rates of 7.95% to 10.35%. 
These bonds mature between 1997 and 2017. 


Fair Value: The fair value of the investments is Canadian 
$477 million at December 31,1996 (Canadian $571 million at 
December 31, 1995). The fair value is determined by quoted 
market prices. 
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PETRO-CANADA LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1996—Concluded 
6. Long-term debt Authorized Capital 


Maturity 1996 1995 (a) 71 188 common shares with a par value of one hundred 
thousand dollars each, and 





In United States dollars 


HG eae ea (b) Preferred shares issued to the Government of Canada pro- 


vided that the amount of such shares together with any 























oe aan eG ee eee ee loans received, and outstanding, from the Consolidated 
“US $88 million) 2003 120 HG Revenue Fund of the Government of Canada is not in 
ee iviatectred were ae excess of one billion dollars. These shares have a par value 
“(US $158 million) 2010 16 oie of one dollar each, are redeemable at par at the option of 
ie AN I be the Corporation, carry no stated rate of dividend and are 
8.25% unsecured debentures Bee eanilalive 
(WSiSS3imillion)mee.ee eile 2016 46 52 ; 
9.70% unsecured debentures Issued to the Government of Canada 
(USA TMNT, oanwoneceae 2018 22 2D 
8.80% unsecured debentures 
(US'$4 million)... 2. oe cme 2019") 5 5 Number of 
409 479 Shares 1996 1995 
Less: Current portion of long-term Commonishareseeeer eee eee 17,540 1,754 1,754 
Gebtaitshracrieve swaeranicis waitisvs ave 66 IPRS RATAN, 6 agoscousouucusene 972,771,853 973 973 
409 413 Motalicap italy merce tute ar eroe ZG DDT 
@) Redeemable, at face value, in 2004 at the option of the holder thereof. 8. Comparative figures 
There is no repayment of long-term debt in the next five Certain figures have been reclassified to conform with the 
veers: current year presentation. 


The fair value of the long-term debt portfolio is Canadian 
$473 million at December 31,1996 (Canadian $575 million at 
December 31, 1995). The fair value is determined by the 
discounted cash flow method. 





7. Shareholder’s equity 








1996 1995 
Gap italy eee naire ent rican Seale c Nab} apa 
DGLIOU errr re ier Naver, sce Riau ae eta er ei (26) (27) 

2,701 2,700 


Shareholder’s equity attributed to 
investment in Petro-Canada transferred 
to the Government of Canada in 1991.... (2,698) (2,698) 


3 2 
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PORT OF QUEBEC CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID ANDERSON, P.C., M.P., 
MINISTER OF TRANSPORT 


We have audited the balance sheet of Port of Québec Corporation 
as at December 31, 1996 and the statements of earnings and surplus 
and changes in financial position for the year then ended. These 
financial statements are the responsibility of the Corporation’s man- 
agement. Our responsibility is to express an opinion on these 
financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


BALANCE SHEET AS AT DECEMBER 31, 1996 


In our opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. 


We further report that, in our opinion, the transactions of the 
Corporation that have come to our notice in the course of our 
examination of the financial statements have, in all significant 
respects, been in accordance with Part X of the Financial Adminis- 
tration Act and regulations, the Canada Ports Corporation Act and 
with the charter and by-laws of the Corporation. 


Mallette Maheu 
General Partnership Chartered Accountants 


Québec, Canada 
January 24, 1997 

















ASSETS 1996 1995 
$ $ 
Current assets 

Caslivoce ccyae 5 ceeeeseca a: obhscrstereperrecnser areas 230,735 395,523 
Short-term investments (Note 3) ........... 4,477,857 1,495,144 
INCCOUNISTECELVAD Om ae siete cieie che sorererel stars 2,362,959 2,219,736 
Matentalstand'supplicsmerrciis-nrenrateacr terete 217,506 155,994 
7,289,057 4,266,397 
Investmentsi(Note S)\ice ones «cee crane) ate ere 3,684,570 4,678,047 
Fixed assets (NOterd) erniererasictsraietaveteioney recs one els 50,973,332 52,612,423 
61,946,959 61,556,867 


























LIABILITIES 1996 1995 
$ $ 
Current liabilities 
Accounts payable and accrued liabilities .... 1,230,174 1,054,038 
Grants-in-lieu of municipal 
LAXIES he = Oh iar ch avevertia aioe neue cea teeta ters 148,275 174,003 
Deferred TEVeENUeS ss severe scscrenste s spavreueteaile ens 880,467 887,627 
Current portion of long-term 
falls} Se AO SA op cetieid cohen amc amicna os 174,838 
2,258,916 2,290,506 
Long-term debt 
Accmediemploayee benefits a... emer: 595,000 815,000 
Loans from Interport Loan Fund 
(Notes StandiG) tacos sotto eee ors 6,142,699 
595,000 6,957,699 
2,853,916 9,248,205 
EQUITY OF CANADA 
Contributed capital (Note 6)............... 58,169,735 51,852,198 
Surplus scrteier werienstete cueverias siel aye acretercyera 923,308 456,464 
59,093,043 52,308,662 
61,946,959 61,556,867 











Contingencies (Note 8). 
On behalf of the Board: 


RENE PAQUET 
Chairman 


Officer 


ROSS GAUDREAULT 
President and Chief Executive Officer 





PORT OF QUEBEC CORPORATION—Continued 


STATEMENT OF EARNINGS AND SURPLUS 


YEAR ENDED DECEMBER 31, 1996 








Revenue mrom) OperaltOnseacnm.ceideenienme erie 


Expenses 
Operating and administrative .............. 
Charges from National Office.............. 
Grants-in-lieu of 
TA ULCM DALAL CS miraeie nyersiecroraseacie rs yal ein eit 


Earnings before depreciation and financial 
EXPCLSCS ee poeta hereto acvalers sens. stele orsie ae 
DEepreciatiomiofmIXed assets. clue aise ee 


Earnings before financial expenses........... 


Financial expenses (income) 
Inifeneste xPeuSewaar erie ee cies sori. 
NER UITS RINGS soos poduboocas buona ed 


Hamming ston theryeatianne ssc tener cists scker: 
Surplusiatibegimming of yeatn.. + oa. = 1c see 


SiG BoC OMEN oe Ganoc oom cand ocohoenae 


























1996 1995 
$ $ 

12,748,250 12,282,871 
7,776,192 7-359, 60005 
417,357 528,539 
1,247,625 1,269,404 
9,441,174 9,153,558 
3,307,076 a 12o 318 
3,200,139 2,966,118 
106,937 163,195 
127,853 S375 
(487,760) (403,811) 
(359,907) 127,964 
466,844 85.2311 
456,464 421,233 
923,308 456,464 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1996 



































1996 1995 
$ $ 
Operating activities 
Barings fon thesyean a y-niune setts armies 466,844 Bo,23 
Operating items not involving 
cash 
Depreciation of fixed asséts.............. 3,200,139 2,966,118 
Accrmediemployeeibenehits! a... .2 eee (220,000) (103,000) 
Other Sop tecote cere usaiotetes ree oem cuchckers (30,124) (36,271) 
3,416,859 2,862,078 
Net change in non-cash components 
Otworkingrcapitalleerrnaree creme ae (61,487) (356,239) 
Net funds fromioperationsia. en. esis ere iene Sos nei 2,505,839 
Financing activities 
Reimbursement of loans from 
Interport Woan hung! een cateyaensten steers: (161,577) 
iNet funds used for financings. os). ae (161,577) 
Investing activities 
Investment in Canadian bonds............. 1,000,000 (2,178,250) 
Additions to fixed!assetse.mseacieae ace eer ES T7e25)) (453,012) 
Proceeds from disposal of fixed assets ....... 39,768 22,005 
Net funds used for investment.............. (537,447) (2,609,257) 
Increase (decrease) in cash position.......... 2,817,925 (264,995) 
Cash position at beginning of year........... 1,890,667 2,155,662 
Gashiposition/atiend Vol yeatiaucm scsi. iste 4,708,592 1,890,667 





Cash position consists of cash and short-term investments. 
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PORT OF QUEBEC CORPORATION—Continued 


NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996 


1. Statutes of incorporation Fair value of financial instruments 


The Port of Québec Corporation was incorporated on 
June 1, 1984, under section 6.2(1) of the Canada Ports Corpo- 
ration Act. The Corporation is exempt from income taxes. 


. Significant accounting policies 
Investments 


Investments, which are guaranteed Securities of Canada, are 
shown at amortized cost whereby premiums and discounts 
from par value are amortized over the periods to maturity. 


Fixed assets 


Fixed assets are recorded at cost except for those transferred 
to the Corporation from Canada, which are recorded at ap- 
praised or fair market value established at the time of transfer. 
Grants received from Canada and from third parties for capital 
projects are deducted from the cost of the related fixed assets. 


Depreciation is calculated on the straight-line commencing 
with the year the asset becomes operational, using the follow- 
ing annual rates: 


Dredging 2.5-6.7% 
Berthing structures 2.5-10% 
Buildings 2.5-10% 
Utilities 3.3-10% 
Roads and surfaces 2.5-10% 
Machinery and equipment 5-20% 
Office furniture and equipment 20% 


Projects in progress 0% to 20% 


Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions rep- 
resent the liability of the Corporation for pensions and are 
recognized in the accounts on a current basis. 


Grants-in-lieu of municipal taxes 


Grants-in-lieu of municipal taxes are estimated based on mu- 
nicipal assessments adjusted in accordance with the Municipal 
Grants Act. Grants are paid after the amounts have been 
audited by the Municipal Grants Division of Public Works 
Canada. Any adjustments upon finalization are reflected in the 
accounts in the year of settlement. 


Employee benefits 


The Corporation accrues estimated liabilities for severance 
pay, annual leave and overtime compensatory leave, which are 
payable to its employees in subsequent years under collective 
agreements, or in accordance with its policy. 


The fair value of financial instruments other than investments, 
namely cash, accounts receivable and liabilities, is believed to 
equal their carrying amounts. 


. Investments 


Short-term investments of $4,447,857 consist of guaranteed 
Securities of Canada and as at December 31, 1996, their fair 
value is $4,584,637. 


Long-term investments of $3,684,570 consist of Canada 
bonds and as at December 31, 1996, their fair value is 
$3,961,695. 


. Fixed assets 








1996 1995 
Accu- 
mulated Net Net 
Cost depreciation value value 
$ $ $ $ 
Wand maak acct nae 11,155,836 11,155,836 11,155,836 
Dredgin Game eterer 4,561,341 4,175,795 385,546 413,608 
Berthing 
SUMICUIDES erat ears 24,482,884 20,275,273 4,207,611 4,332,888 
Bindi ose eran 42,551,877 23,313,666 19,238,211 20,311,918 
Witalitiestre recmvasen 20,041,220 7,924,292 12,116,928 12,949,151 
Roads and 
Supfacesseenee eee 6,507,709 5,331,396 1,176,313 1,204,030 
Machinery and equip- 
Menta as cine eer 1,103,687 705,573 398,114 302,763 
Office furniture 
and equipment.... 730,032 611,446 118,586 60,786 
Projects in 
PLOSTES Strait terres 2,176,187 2,176,187 1,881,443 





113,310,773 62,337,441 50,973,332 52,612,423 








Projects in progress include an amount of $1,580,000 for 
studies and construction plans. Management believes that 
these costs will be charged to specified fixed assets. 


PORT OF QUEBEC CORPORATION—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996—Concluded 


5 


Loans from Interport Loan Fund 





Loans bearing interest 

8.5% and 8.73%, payable 

in annual installments of 

$372,512 including interest, 

WRICTSMMOL tf OO Garis. cancers ale icsese cecielelexe 3,266,328 
Loans bearing interest 

8.07% and 7.54%, payable 

in annual installments of 

$320,839 including interest, 








WAAeMOrs etn, c.g uatooan boecen ous 3,051,209 
OSeS3 7 

Current portion of long-term 
ED terperrtach osetia oes 2 eee yar 174,838 
6,142,699 








. Contributed capital 


As of March 31, 1996, loans from the Interport Loan Fund 
have been forgiven for an amount of $6,317,537 which has 
been credited to contributed capital. 


. Related party transactions 


During the year, the Corporation entered into transactions 
with related entities including various departments, govern- 
ment organizations and Crown corporations. 


Principally, the Corporation earned rental revenues of 
$638,000 (1995—$606,000) from related entities. The ex- 
penses paid to related parties mainly consist in 
reimbursements of $417,000 (1995—$529,000) to Canada 
Ports Corporation as its share of the Corporation’s head office 
expenses. 


The Corporation has accounts payable of $243,000 (1995— 
$229,000) and accounts receivable of $203,000 
(1995—$118,000) with the same related parties. 


. Contingencies 


Claims for an estimated amount of approximately 
$5,000,000 have been received by the Corporation concerning 
the ownership of certain lands. Any amount payable in connec- 
tion with those claims will be capitalized to the cost of land. 


In the Corporation’s view, its position is defensible and the 
final outcome of such claims should not result in any material 
loss. 


. Transportation system review 


The national marine transportation system has been and 
continues to be under review by the Government of Canada. 
The effect of this review is the proposed implementation in 
1996 of a new Canada Marine Act superseding the Canada 
Ports Corporation Act. 


At this time, the impact upon the Corporation is not known, 
but it is not expected to have a significant impact on opera- 
tions. 


. Comparative figures 


Certain comparative figures have been reclassified to con- 
form with the presentation used in the current year. 
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PRINCE RUPERT PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID ANDERSON, P.C., M.P., 
MINISTER OF TRANSPORT 


We have audited the balance sheet of Prince Rupert Port Corpo- 
ration as at December 31, 1996 and the statements of earnings and 
surplus and changes in financial position for the year then ended. 
These financial statements are the responsibility of the Corpo- 
ration’s management. Our responsibility is to express an opinion on 
these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 


In our opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, we report that, in our opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, and the 
letters patent and by-laws of the Corporation. 



































statement presentation. KPMG 
Chartered Accountants 
New Westminster, Canada 
January 28, 1997 
BALANCE SHEET AS AT DECEMBER 31, 1996 
ASSETS 1996 1995 LIABILITIES AND EQUITY OF CANADA 1996 1995 
$ $ $ $ 
Current assets Current liabilities 
(GEN ame pu rood GoOUROO MOD mnoDE ob cHaa.c€ 1,495,708 37,538 Accounts payable and accrued liabilities ..... 338,475 303,368 
Investments (NOte 2) eras terrsiskst- retiree: 14,811,561 13,894,726 Grants in lieu of municipal taxes............ 910,247 791,682 
Aceountssrecetvablesen came acrucniettiiissrels 1,519,194 1,486,888 Deferred revenues seyonas ace 5 eee anes 275,391 289,932 
Matenalsiand'suppliesmeie iil. eeinaeitetireas 153,162 135,661 Current portion on loans 
17,979,625 15,554,813 from Canada... <cierecet ikon eushae 371,545 489,724 
Ganitallassets (Notes) ieereere etree 94,278,897 96,174,864 1,895,658 1,874,706 
Loans from Canada (Note 4)................. 9,625,656 14,844,753 
EQUITY OF CANADA 
Contributed!capital (Note4))...405. 1s clatee 84,611,805 79,611,805 
SHG Donon picid econ Scipeen hind ocie octane 06 16,125,403 15,398,413 
100,737,208 95,010,218 
112,258,522 111,729,677 112,258,522 111,729,677 





Commitments (Note 5). 
See accompanying notes to financial statements. 


On behalf of the Board: 


PETER LESTER 
Chairman 


DONALD H. KRUSEL 
President and Chief Executive Officer 
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STATEMENT OF EARNINGS AND SURPLUS STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1996 YEAR ENDED DECEMBER 31, 1996 
1996 1995 1996 1995 
$ $ $ $ 
Revenue dromloperatlons aaeeenen deen acer 12,514,232 12,643,829 Cash provided by (used 
Expenses in): 
Contractual services..................-+-+- 4,985,316 5,031,951 Operations 
Operating and administrative ............... 3,266,854 3,141,048 Net eamings .......... +. ses sees eeeee ees 742,652 656,618 
ITE TES ee eee re 2,335,484 2,385,465 EOE 
Grants in lieu of municipal taxes ............ 797,755 844,120 Amortization... .......+ +. seeeeeeee eee 2,335,484 2,385,465 
Changes in non-cash operating working 
11,385,409 11,402,584 Saptial eter ene ees anes ome 89,324 140,089 
[Selves NN OPOGMONS sagenooogseooueccen: 1,128,823 1,241,245 3,167,460 3,182,172 
Other earnings (expense) Financing 
Unterestercm ents tok we Sorel cra) eer ante ey Oa ene sens 794,563 1,033,356 Increase in contributed capital.............. 5,000,000 
Interest expeuSermerientae cere aclrnr arr: (1,180,734) (1,617,983) Decrease in loans from 
(386,171) (584,627) Canada yao meer a totes nee tei (5,337,276) (444,255) 
7 DividenditoiCanadaeeeraciese leer (15,662) (27,886) 
INGtieatmin OSeateer teheas cies oents a cierate tera are or 742,652 656,618 
Surplus, beginning of year................... 15,398,413 14,769,681 (352,938) (472,141) 
16,141,065 15,426,299 Investment 
DivicdenchtonGanadalee een eae eae 15,662 27,886 Purchaserof capitaliassets =... eine eee (439,517) (917,538) 
Surplus; end of yeat....i ns c0.6s scenes seasnes 16,125,403 15,398,413 Increase nn cash positionaa. yee eel 2,375,005 1,792,493 
: : Cash position, beginning of year.............. 13,932,264 12,139,771 
See accompanying notes to financial statements. 
Gash positionend of year ye ..cses ee 16,307,269 13,932,264 
Cash position is defined as 
Gashivetocnesrocetuecotsavencse severe mote waee users 1,495,708 37,538 
INVEStMeNtSis ais saws ccc Ow aes ome Reenter 14,811,561 13,894,726 
Gash position! jasctyane eeu neem eta: 16,307,269 13,932,264 








See accompanying notes to financial statements. 
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PRINCE RUPERT PORT CORPORATION—Continued 


NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996 


Local port corporation 2. Investments 











The Prince Rupert Port Corporation was established effec- 1996 1995 
tive June 1, 1984 as a local port corporation pursuant to the $ $ 
Canada Ports Corporation Act. The Corporation is exempt 
from income taxes. AON IZCG COST er aan tetter si aetetaieti atcredetataraise 14,811,561 13,894,726 

On June 1, 1984, all the assets and liabilities of Canada Ports Market valuch epee cc tee tee oe See 14,845,125 13,895,453 


Corporation relating to the Port of Prince Rupert were trans- 
ferred to the Corporation at their book value as recorded by 
Canada Ports Corporation. 


1. Significant accounting policies 
(a) Investments 


The investments, which are direct and guaranteed securi- 
ties of Canada, are shown at amortized cost. Premiums or 
discounts are amortized over the periods to maturity. 


(b) Capital assets 


Capital assets are recorded at cost. Amortization is calcu- 
lated on the straight-line basis commencing with the year 
the asset becomes operational, at rates based on the esti- 
mated useful lives of the assets as follows: 


Dredging 5% 
Berthing structures 2.5-10% 
Buildings 5-10% 
Roads and surfaces 3.3-10% 
Utilities 5-10% 
Machinery and equipment 5-100% 


Office furniture and equipment 20-33.3% 


(c) Pension costs 


All permanent employees of the Corporation are covered 
by the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both 
the employees and the Corporation. The annual contribu- 
tions represent the liability of the Corporation for pensions 
and are recognized in the accounts on a current basis. 


(d) Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is esti- 
mated based on municipal assessments adjusted in 
accordance with the Municipal Grants Act. Grants are paid 
after the amounts have been audited by the Municipal 
Grants Division of Government Services Canada. Any ad- 
justments upon finalization are reflected in the accounts in 
the year of settlement. 


(e) Employee benefits 


The Corporation accrues in its accounts annually the esti- 
mated liabilities for severance pay, annual leave and 
overtime compensatory leave, which are payable to its 
employees in subsequent years. 
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NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996—Concluded 


3. Capital assets 


























1996 1995 
Accumulated 
Cost amortization Net Net 
$ $ $ $ 
LATING li Gch ar a ce O Ree ee  Cmeencine ity hyings cL cnoey GAP aa emnenO Roe erG tan 63,748,741 63,748,741 63,748,741 
Diehabie oathd de co Aemno cpa Ladomtoosumadndes Gouabor B92 aS 106,428 IPI fete) 242,563 
EE Cdsbha les AUTO WNES, oo na coomocodameobasanddoonoodoDoT 36,449,770 11,789,570 24,660,200 25,836,956 
JSR OG Pann ames nn. 6. nomibainng Ao 6 abo on otten te 5,631,495 2,514,558 3,116,937 3,469,586 
Roadsand Suniaces) ease srapketle achele Spat ieesdoten erase cpetndenens Tol tse 5,284,511 1,898,846 2,269,596 
NUIGRLIT CS ae cearctentee vein dcloianctics Gistenttn «dyer acelttoaeaih speman terran 2,727,305 2,516,006 2299 256,976 
MACHINeryeAnGre GUT MNeT Unmysan on etek tote ah siete teleteeter= terete thet 2,396,780 2,319,624 THLNE® 173,754 
Officedurniture andiequipmenty yee ects ele itso real 414,023 359,097 54,926 95,952 
(CopacinpEnorrayjyopsistispogugraceneocsnoaasson donne 285,033 285,033 80,740 
119,168,691 24,889,794 94,278,897 96,174,864 
4. Loans from Canada 6. Related party transactions 
(a) During the year, the Corporation recorded lease revenue of 
1996 1995 $1,723,047 (1995—$1,802,973) from Ridley Terminals 
5 A Inc., a company which is a wholly-owned subsidiary of 
f : Canada Ports Corporation. At December 31, 1996, accounts 
Interest-bearing loans at 9.80% receivable included $124,142 (1995—$380,939) from 
to 10.40% repayable in blended Ridley Terminals Inc. 
annual instalments, maturing 
hROXONGY. SS eee crore coca marae anaes 9,997,201 15,334,477 (b) During the year, the Corporation paid $356,321 (1995— 
WessicumentspOntianh acre mierie onan ais stset 371,545 489,724 $451,191) to Canada Ports Corporation as its share of that 
Corporation’s head office expense. At December 31, 1996 
14,844,7 , 1996, 
LNT SIRES accounts payable included $20,430 (1995—$Nil) to 





roe : ' Canada Ports Corporation. 
Principal payment requirements over the next five years are 


approximately as follows: 





$ 
Os aor eo nano amerge hornet Oooo ena bomen ooo TEaDe 372,000 
WOE 506 boaninron sta rao anes eo ecouamon aaahu ome Ana. 409,000 
ICCB, As Souhcumersa deo T8 Goons Utomo clam of. One 451,000 
ANN faan noheaune ace doaaseccdy waht oo 3o 0 0M ne 6 on te 497,000 
DOO oom mescncin-c-6 0 cinotep Oe oie ona Osa. G0 ocupyo eco.ciaeoC- Ga 547,000 
2,276,000 


In July, 1996, Treasury Board approved the forgiveness to 
the Corporation of $5,000,000 on loans from Canada which 
was effective March 31, 1996. Accordingly, the $5,000,000 
was transferred from loans from Canada to contributed capital. 


5. Commitments 


The Corporation rents its premises under an operating lease 
which expires April 30, 1997. The future rent payable to the 
expiry date is approximately as follows: 
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QUEENS QUAY WEST LAND CORPORATION 


AUDITORS’ REPORT 


TO THE MINISTER OF PUBLIC WORKS 
AND GOVERNMENT SERVICES 


I have audited the balance sheet of Queens Quay West Land 
Corporation as at March 31, 1997 and the statements of operations 
and deficit and changes in financial position for the year then ended. 
These financial statements are the responsibility of the Corpo- 
ration’s management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


BALANCE SHEET 
AS AT MARCH 31 








In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Canada Busi- 
ness Corporations Act and the articles and by-laws of the 
Corporation. 


John Wiersema, CA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 9, 1997 

















ASSETS 1997 1996 


Current assets 
Cash and short-term 


INVESTMENTS) (INOUE) steraieis aistetaketetepisieetci is 2,767,217 3,519,742 
Receivables and other assets..............-- 252,512 173,379 
3,019,789 3,693,121 

Non-current assets 
Deferred development costs (Note 2)......... 2,120,024 
Canitallassetsi(NGte.o) en rraresiye rs erences 9,119 
Loans cee rate Crete uae eae STE a os wire ere arate ene see 1 1 
1 2,129,144 
3,019,790 5,822,265 





See accompanying notes to financial statements. 


On behalf of the Board: 


DAVID F. ELLIS 
Director 


ANNE MORASH 
Director 


LIABILITIES AND SHAREHOLDER’S 





DEFICIENCY 1997 1996 
$ $ 

Current liabilities 

Accounts payable and accrued liabilities ..... 1,917,353 2,554,789 
Loans! from Canada (Note 6)in. acne setae eiuee 45,800,000 45,800,000 
Shareholder’s deficiency 

Share-capitali(Note 8)vece tate an terres 1 1 

Contributed'capital 7-2 sean eae ee 1,000,000 1,000,000 

DGLICIt urate tac eramarer voto cero maae eaees ete (45,697,564) (43,532,525) 


(44,697,563) (42,532,524) 
Contingencies (Note 4) 





3,019,790 5,822,265 
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QUEENS QUAY WEST LAND CORPORATION—Continued 


STATEMENT OF OPERATIONS AND DEFICIT 
FOR THE YEAR ENDED MARCH 31 

















STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 








Operating activities 
Netilossttomthe carne eine etre eeraranrat- (2,165,039) (2,647,600) 
ANMOLUIZAMOI rs cae Sania ee ep istnace anes 9,119 4,386 




















Deferredidevelopment: costs raisin 2,120,024 271,636 
(35,896) (2,371,578) 
Receivables and other assets ............... (79,193) 127,585 
Accounts payable and accrued liabilities ..... (637,436) (27,793) 
(752,525) (2,271,786) 
Financing activities 
Parliamentary appropriations from 
@anadarte see ee ar actrees 6,700,000 7,500,000 
Contributions to Harbourfront 
Centredes frie sur acravetuaa casio eetevelet (6,700,000) (7,500,000) 
Decrease in cash and 
Shont-terim WHVeStm CNtSiy rehearses rst (752,525) (2,271,786) 
Cash and short-term investments, 
beginning Ofmy eat ete aeiialarteras are ieleseneles 3,519,742 5,791,528 
Cash and short-term investments, 
GNOME coorasnwonue op00 05 100 opanonsE PAKS PANU 3,519,742 








1997 1996 
$ $ 
Corporate and commercial operations 
Revenues 
laity stiyaslnleone! oe gop oan aondeedaoeouerd + Sia 1,464,712 
Commercial and other 
MACOTMER CE ert unrated eT A ST: 858,434 1,199,709 
Tritere stays aap tie cee ede letc acalerhart 143,184 B6iqi 25 
1,739,395 3,032,146 
Expenses 
Commercialimanagementy ancien el 1,377,668 1,992,612 
Corporate administration................. 150,519 284,317 
1,528,187 2,276,929 
Net corporate and commercial 
ATIC OM Coe reiers pacayeavuses arawet trate cosuvy ein evscr fetevelsscriene 211,208 TSS,207 
Development operations (Note 3) 
IDEIVGlTeOpANENEINGE cach acanuacoueuohodoooan 435,992 
PenodidevelopmenticOstsmajen init pliers 2,376,247 2,966,825 
Netidevelapmentiexpense isan. silent scr: 2,376,247 3,402,817 
Parliamentary appropriations from 
Canada for operating subsidy to 
le bileyeiasro Grits noo ono ceacndh ooo ons cue 6,700,000 7,500,000 
Operating contributions to 
Harbourtnont Centres cone fein seers else (6,700,000) (7,500,000) 
INetlossitontlheny cal mreiee ride tie elena enters (2,165,039) (2,647,600) 


(43,532,525) (40,884,925) 
(45,697,564) (43,532,525) 


Deficit becinnIne Ob Yeats tae slerterera- 





Dehicitvend Olyedr annmec eerie cierrcieiiart 





See accompanying notes to financial statements. 


See accompanying notes to financial statements. 
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QUEENS QUAY WEST LAND CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997 


Ih 


tO 


The Corporation 


Queens Quay West Land Corporation (the "Corporation"), 
incorporated under the Canada Business Corporations Act 
December 21, 1984, is a Crown corporation listed under Part I 
of Schedule III of the Financial Administration Act. The share 
capital of the Corporation is held by Her Majesty the Queen in 
Right of Canada ("Canada") as represented by the Minister of 
Public Works and Government Services. Legislation dealing 
with the sale of the Corporation’s assets and the subsequent 
dissolution of the Corporation received royal assent in 
November 1991. The Corporation is exempt from corporate 
income tax. 


The Corporation operates the Harbourfront site (the "Site") 
under a Management Agreement with Canada. The site, total- 
ling approximately 100 acres, was originally held by Canada. 
In recent years, much of the land has been conveyed to the City 
of Toronto with the intended use being parkland and public 
infrastructure. Of the original 100-acre site, the Corporation 
currently holds only two properties, consisting of approxi- 
mately 5.8 acres. 


The Corporation’s mandate is to dissolve itself subsequent 
to the fulfilment of all its remaining obligations. In 1996, the 
management of the Corporation was transferred to Canada 
Lands Company CLC Limited. 


Agreements with Canada permit the sale or conveyance by 
the Corporation of certain remaining real estate assets with the 
proceeds to be used to assist the Corporation in discharging its 
obligations. The Corporation has received significant financial 
support from Canada and continues to be dependent on Canada 
to ensure that the Corporation’s obligations and commitments 
are met as they come due. 


In addition to the related party transactions disclosed else- 
where in these financial statements, the Corporation enters 
into transactions with Canada and other Crown corporations in 
the normal course of business. 


. Accounting policies 


These financial statements have been prepared in accor- 
dance with accounting principles generally accepted in 
Canada. The significant accounting policies of the Corporation 
are as follows: 


(a) Revenue recognition 


Revenues from commercial activities are recognized as the 
related services are provided. 


(b) Capital assets 


Capital assets are recorded at cost. The capital assets out- 
standing from the prior year were amortized over their 
useful lives. 


(c) Land 


Transfers of land to the Corporation from Canada required 
to facilitate certain development agreements are recorded 
at a nominal cost. 


(d) Deferred and period development costs 


All development proceeds and costs directly attributable to 
a project are deferred until approval of the related develop- 
ment agreement is received from Canada or the project is 
transferred to a third party. Costs related to parkland and 
public infrastructure are deferred until title is passed to the 
appropriate local or regional governments. 


Costs related to development activities, parkland and pub- 
lic infrastructures not directly attributable to a project are 
recorded in the Statement of Operations as period develop- 
ment costs. 


(e) Short-term investments 


Short-term investments are carried at cost. 


. Development operations 


In the current year, deferred development costs of approxi- 
mately $2.1 million have been written off. These costs related 
primarily to three development properties which have been 
conveyed to the City of Toronto during the year. 


The remaining $0.3 million of period development costs 
relate to administrative costs for the conveyance of the prop- 
erties to the City of Toronto. 


. Contingencies 


As a result of agreements entered into by the Corporation 
providing for land conveyances and exchanges, the Corpo- 
ration is contractually obligated for certain contingent 
liabilities concerning capital projects, payments to the City for 
parks development, road costs, environmental costs and other 
indemnities. The Corporation, pursuant to the Implementation 
Agreement with the City of Toronto, is required to pay 
$13.5 million should the two remaining properties be sold. The 
timing of the sale of these properties is not in the foreseeable 
future. 


The Corporation is a defendant in certain lawsuits. In the 
opinion of management, these actions will not have a material 
adverse effect on the financial position of the Corporation. 


5. Capital assets 


1997 1996 
$ $ 
Equipmenta meres ciedicne cecccids occas 369,822 369,822 
Less: accumulated amortization ........ 369,822 360,703 
9,119 
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QUEENS QUAY WEST LAND CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Concluded 


6. Loans from Canada 


The loans from Canada are non-interest bearing and are due 
and payable March 31, 2004. The Corporation may prepay the 
loan principal at anytime without penalty upon fourteen days 
prior notice. The fair value of the loan is $30 million (1996— 
$26 million) on a discounted basis. Upon the disposal of any 
real property, the Corporation must use the net proceeds real- 
ized to repay the loans to the extent possible. At March 31, 
1997 the face value of the loans exceeded the value of the 
Corporation’s assets. However, included in these assets are 
two properties carried at a nominal value of $1. Given the 
volatility of the real estate market, the extent to which the 
Corporation will have assets available to satisfy its loan obli- 
gations in 2004 is uncertain. 


7. Short-term investments 


The Corporation invests in the short-term money market. 
The overall portfolio yield for the year was 4.6% (1996— 
7.8%). All instruments held in short-term investments are rated 
Rl-middle or better by the Dominion Bond Rating Service. 
The average term to maturity is 30 to 90 days. The fair market 
value of short-term investments as at March 31, 1997 and 1996 
approximated the net book value. 


8. Share capital 


The authorized share capital of the Corporation consists of 
500,000 (1996—500,000) common shares without par value of 
which 215,500 (1996—215,500) shares are issued and fully 
paid for consideration of $1 (1996—$1). 


9. Reclassification of comparative figures 


Certain 1996 comparative figures have been reclassified to 
conform with the presentation adopted in 1997. 
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ROYAL CANADIAN MINT 


MANAGEMENT REPORT 


The financial statements contained in this annual report have been 
prepared by Management in accordance with generally accepted 
accounting principles in Canada and the integrity and objectivity of 
the data in these financial statements are Management’s responsi- 
bility. 


Management is also responsible for all other information in the 
annual report and for ensuring that this information is consistent, 
where appropriate, with the information and data contained in the 
financial statements. 


In support of its responsibility, Management has developed and 
maintains books of account, records, financial and management 
controls, information systems and management practices. These are 
designed to provide reasonable assurance as to the reliability of 
financial information, that assets are safeguarded and controlled, 
and that transactions are in accordance with the Financial Adminis- 
tration Act and regulations as well as the Royal Canadian Mint Act 
and by-laws of the corporation. 


The Board of Directors is responsible for ensuring that Manage- 
ment fulfills its responsibilities for financial reporting and internal 
control. The Board exercises its responsibilities through the Audit 
Committee which includes a majority of members who are not 
officers of the corporation. The Committee meets with Management 
and the independent external auditor to review the manner in which 
these groups are performing their responsibilities and to discuss 
auditing, internal controls and other relevant financial matters. The 
Audit Committee has reviewed the financial statements with the 
external auditor and has submitted its report to the Board of Direc- 
tors. The Board of Directors has reviewed and approved the 
financial statements. 


The corporation’s external auditor, the Auditor General of 
Canada, audits the financial statements and reports to the Minister 
responsible for the Royal Canadian Mint. 


Danielle V. Wetherup 
President and Master of the Mint 


Beverley A. Lepine 
Vice-President, Administration and Finance 


AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS AND 
GOVERNMENT SERVICES 


I have audited the balance sheet of the Royal Canadian Mint as 
at December 31, 1996 and the statements of operations and retained 
earnings and changes in financial position for the year then ended. 
These financial statements are the responsibility of the corpo- 
ration’s management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the corporation as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Royal Cana- 
dian Mint Act and by-laws of the corporation. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
February 24, 1997 
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ROYAL CANADIAN MINT—Continued 


BALANCE SHEET AS AT DECEMBER 31, 1996 
(in thousands of dollars) 



































ASSETS 1996 1995 LIABILITIES 1996 1995 
Current Current 
Cash and short-term investments ............ 1,203 Banlamdentediess sentence an 3,386 
ANG COUNES TECENVAD LE nin cp- cr clvke hele ls see /eanerale 8,414 13,189 INGTMAS PENG S oo coon uhduobsn 6numoobodn Meg 18,397 
PrepaldiiexPenSes tarsi sieteh vous tenes a msieeiaets 3 1,402 1,228 Current portion of loans 
Inventories, (NOt Sine acti a srcenteici aisle cise 27,975 32,309 (NOES) iiive cncieinaeiens = ase thaeie amt tis djeniatn 76 3,096 
38,994 46,726 Deferredirevennes nn tnneraieee crete 1,358 655 
apitaltassetsi(NOte:4) ances a ssclas sees 46,485 43,992 19,147 25,534 
Long-term 
Boans (Noten) Ceres Sie cis ac eoseoua marewyeverce ek 22 98 
Provision for employee termination 
SGN liste creme mere chore eestor eaneesteeeeataks ee ocak 5,465 5,769 
5,487 5,867 





SHAREHOLDER’S EQUITY 


Share capital (authorized and issued, 











4,000 non-transferable shares).............. 40,000 40,000 

Retaimedtearninosperatostecr ssakra-enner neil 20,845 19,317 

60,845 59,317 

85,479 90,718 85,479 90,718 





Approved by Management: 


DANIELLE V. WETHERUP 
President and Master of the Mint 


BEVERLEY A. LEPINE 
Vice-President, Administration and Finance 


Approved on behalf of the Board of Directors: 


DR. JOSE A. BLANCO 
Chairman 
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ROYAL CANADIAN MINT—Continued 


STATEMENT OF OPERATIONS AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1996 
(in thousands of dollars) 


















































1996 1995 
REVENUES r.r. cot peg akon a cena eee nate tree 316,861 310,005 
Gaston poodsisoldarmmri ts. eee eee 278,154 280,024 
Gross profit’. 9 Rea. eed ost ornenvierelele ness 38,707 29,981 
Other expenses 
Marketing crs ctetterstec. costetr acheter yore r-astenetenae rare 22,664 17,672 
Administratione..ccremn tins eee ems 11,526 10,999 
Depreciation sa. ccc aasee eine tee eee 3,135 2,987 
Bios 31,658 
Income (loss) from operations ................ 1,382 (1,677) 
Interest inCOme Fe ore evens eccesse sy cus seyeueicletsteveinye wyeusts 391 595 
Interest ex PenSer a acc snarstrenyervselaryraciey wares (110) (93) 
Income (loss) before income tax .............. 1,663 (1,175) 
Incomestax (INOTEIO) ancients cei eieentterclsieactr: 135 124 
INetiprofit (OSS) its cram sit emiecta css legen eee ere 1,528 (1,299) 
Retained earnings, beginning of year........... 19,317 20,616 
Retained earnings, end of year................ 20,845 19,317 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1996 
(in thousands of dollars) 
1996 1995 
Operating activities 
Netprofit (OSS) inca isaetrastererteere 1,528 (1,299) 
Item not affecting funds 
Depreciation a sere tat raenn herent 35135 2,987 
4,663 1,688 
Net change in non-cash working 
Gap ltallay.ress anatase heaterorcrevern cre ceayoisss lees 8,955 (11,899) 
Increase (decrease) in provision for 
employee termination benefits ............ (304) 68 
13,314 (10,143) 
Investing activities 
Additions to capital assets (net) ............. (5,628) (2,221) 
Financing activities 
Repayment of loans from 
@anadae tence eee taiiete eae ere (76) (2,674) 
Other loans cs mcroteree aaa ssiacaeiee ne (3,021) 3,021 
(3,097) 347 
Increasei(decrease)inicashi=-pieeecin siento ee 4,589 (12,017) 
Cash and short-term investments (bank 
indebtedness), beginning of year............ (3,386) 8,631 
Cash and short-term investments (bank 
indebtedness), end Ofiyeate.. +... +)ier ses 1,203 (3,386) 








NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1996 


iy 


Sy. 


Authority and objectives 


The Mint was incorporated in 1969 by the Royal Canadian 
Mint Act and is an agent corporation of Her Majesty named in 
Part II of Schedule III to the Financial Administration Act. The 
objectives of the Mint are to mint coins in anticipation of profit 
and to carry out other related activities. 


The Mint may borrow money from the Consolidated Reve- 
nue Fund or any other source, subject to the approval of the 
Minister of Finance with respect to the time and the terms and 
conditions, but the aggregate of the amounts loaned to the Mint 
and outstanding at any time shall not exceed $50 million. 


. Significant accounting policies 


(a) Inventories 


Raw materials and supplies are valued at the lower of cost 
and replacement cost, cost being determined by the average 
cost method. Work-in-process and finished goods are val- 
ued at the lower of cost and net realizable value, cost being 
determined by the average cost method. 


(b) Capital assets 


Capital assets are recorded at cost and depreciated under 
the straight-line method at the following annual rates: 


Land improvements 2 122% 
Buildings 2 12% 
Equipment 10% 


(c) Deferred revenues 


Payments received in advance on sales are not recognized 
as revenue until the products are shipped. 


(d) Employee termination benefits 


Employees are entitled to specific termination benefits as 
provided under their collective agreement and terms of 
employment. The liability for these benefits is charged to 
income as benefits accrue to the employees. 


(e) Pension plan 


Employees participate in the Public Service Superan- 
nuation Plan administered by the Government of Canada. 
The corporation’s contributions to the Plan are limited to 
an amount equal to the employees’ contributions on ac- 
count of current services and are charged to operations on 
a current basis. The corporation is not required to make 
contributions with respect to actuarial deficiencies of the 
Public Service Superannuation Account. 


Inventories 


1996 1995 
(in thousands of dollars) 





Rawematerialss ce tacico.cae ooeeretrareicstets 13,310 16,472 
\ifoyd ato) CYS Gopoucgnoucacconuoedbeas 7,641 6,724 
Finished 2o0dSie eyeemtaiersteiseaerer astra pees 4,406 6,160 
Supplies Aa yernaeistess stores veierec earner statores 2,618 2,953 

27,975 32,309 
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ROYAL CANADIAN MINT—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1996—Concluded 


In order to facilitate the production of precious metal coins, 7. Related party transactions 


the Mint borrows the quantity of gold, platinum and silver 
required and pays interest based on the value of these metals 
established on the commodity markets. As at December 31, 
1996, 91,095 ounces of gold, 756,166 ounces of silver and 
2,448 ounces of platinum (1995—238,509 ounces of gold, 
1,099,818 ounces of silver and 12,080 ounces of platinum) 
were borrowed and are not reflected in these statements. 


. Capital assets 








1996 1995 
Accu- Net Net 
mulated book book 
Cost depreciation value value 





(in thousands of dollars) 





Wea teva sravarevsversi sas 3,226 3,226 3,226 

Land 
improvements..... 914 655 259 273 
Bil dinesemeereet rt 44,723 15,638 29,085 29,801 
Equipmentergecmtcin 44,533 30,618 13,915 10,692 
93,396 46,911 46,485 43,992 








. Loans 


Long-term loans are from Canada and bear interest at annual 
rates of 8.75% and 9.50% and are repayable in annual instal- 
ments of $76,115 in 1997 and $22,265 in 1998. 


. Income tax 


The corporation’s 1996 income tax relates solely to the large 
corporations tax. The corporation’s expected income tax rate 
is the net federal statutory rate (including surtax) of 39.12% 
less the manufacturing and processing deduction of 7.0%. The 
1996 effective tax rate is zero, exclusive of the large corpo- 
rations tax, due to the utilization by the corporation of 
previously unrecognized losses. The 1995 effective tax rate is 
zero, exclusive of the large corporations tax, due to the loss 
realized in that year. The corporation has income tax losses of 
approximately $5.5 million (1995—$5.9 million) the benefits 
of which have not been recognized, and which are available to 
reduce taxes payable for years up to 2002. In addition, the 
corporation has differences between the tax and accounting 
values of the assets, largely existing at the date it became 
subject to income tax, for which future deductions are avail- 
able in the amount of approximately $25.6 million 
(1995—$26.1 million). The corporation is not subject to pro- 
vincial income taxes. 


The Corporation is related in terms of common ownership to 
all Government of Canada owned entities. The Corporation 
enters into transactions with these entities in the normal course 
of business, under the same terms and conditions that apply to 
unrelated parties. Transactions with the Department of Finance 
related to the production and delivery of Canadian circulation 
coins are generally carried out on a cost plus basis. 


. Short-term investments and other financial instruments 


In accordance with the Corporation’s investment policy, all 
short-term investments are rated R-1 low or better by the 
Dominion Bond Rating Service or AA or better by Moody’s 
Investors Service. The average term to maturity of the short- 
term investments is less than 30 days. The Corporation uses 
financial instruments such as forward contracts to reduce risks 
on foreign exchange and metal prices. At year end, the net book 
value of the Corporation’s foreign exchange forward contracts, 
all maturing in 1997, totalled $4 million Canadian ($5 million 
in 1995) and approximated the fair market value. Gains or 
losses on hedges are recognized in earnings over the period 
when the hedged items are recognized in earnings. 
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SAINT JOHN PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID ANDERSON, P.C., M.P., 
MINISTER OF TRANSPORT 


We have audited the balance sheet of the Saint John Port Corpo- 
ration as at December 31, 1996 and the statements of income and 
retained earnings and cash flows for the year then ended. These 
financial statements are the responsibility of the Corporation’s man- 
agement. Our responsibility is to express an opinion on these 
financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


BALANCE SHEET AS AT DECEMBER 31, 1996 
(in thousands of dollars) 


In our opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Canada Ports Corporation Act and the by-laws of the Corporation. 


Ernst & Young 
Chartered Accountants 


Saint John, Canada 
February 13, 1997 






































ASSETS 1996 ~ 1995 
Current 
Cashttie. tavern aia se en eee eee 122 48 
Investments ((NOtG S)imeeeirente seein ers 7,922 2,846 
ACCOUNTSIMECCIVAD leh a erteceveatalcrietecaee terete 2,608 1,123 
10,652 4,017 
Long-term 
Long-term investments (Note 3)............. 983 980 
Rixed assetsi(Note/a) ci. ocr aveic.smeeneisineieins 57,879 $9,131 
$8,862 60,111 
Motaltassetsies stares c.ciecoeucas cutie ener reerrerare estes 69,514 64,128 





See accompanying notes. 


On behalf of the Board: 


PETER S. GLENNIE, Q.C. 
Chairman 


ALWYN G. SOPPITT 
President and Chief Executive Officer 


LIABILITIES AND EQUITY OF CANADA 1996 1995 
Current 
Accounts payable and accrued charges....... 2,146 1,070 
Deferred revenuesaasent eerie erie 2,523 143 
Grants in lieu of municipal taxes............ 551 591 
5,220 1,804 
Long-term 
Loans from Canada 
GNOTeS) eae ero tcerer choc theasule Cwapoere ue eee 18,052 
Financing provided 
byza province (Notess) mise) eer ees 19,696 
Accruediemployee benefits. ee tee 367 533 
367 38,281 
5,587 40,085 
EQUITY OF CANADA 
Contributed capital (Note 6)................ 61,659 23,910 
Retainedieaming sire cris citeieresiieeertersners 2,268 133 
63,927 24,043 
Total liabilities and equity of 
Ganadatiniaacasce ne iio oe 69,514 64,128 





SAINT JOHN PORT CORPORATION—Continued 


STATEMENT OF INCOME AND RETAINED EARNINGS 


YEAR ENDED DECEMBER 31, 1996 
(in thousands of dollars) 


























1996 1995 
Reveniesurom Operatlons ).- eee eee ele 13,456 12,095 
Expenses 
Operating and administrative ............... 8,945 8,086 
Depre cia thority eras fo aparsteee recuse cate aye co ey anh steers 15595 1,553 
Grants in lieu of municipal taxes ............ 705 624 
Gain on disposal of fixed assets............. (15) (12) 
11,230 10,251 
Income tromlOperations/= eis ..-is octet etree 2,226 1,844 
DAMA MNSNINSOIND ooadcoodascooaneoonhosotn 433 465 
MOCO GNIS oadsouabesn noo batooU GAD OoTe (524) (2,125) 
(91) (1,660) 
INCU NCOMER tence ee eee ae IPS Presi eres Dales 184 
Retained earnings (deficit), beginning 
Oly Calamertr en tortie crits ier: Morte cise re 133 (20,603) 
2,268 (20,419) 
Retained earnings adjustment 
GINOTOU7) I Renta secee tie. on citatstoe.tra wyetoy Sevea a meteor 20,552 
Retained earnings, end of year... 2... .e6 ee 2,268 133 





See accompanying notes. 


STATEMENT OF CASH FLOWS 
YEAR ENDED DECEMBER 31, 1996 
(in thousands of dollars) 
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1996 1995 
Cash provided by (used in) 
Operations 
INGiINC OMe matte err tele cotta sted oer (omen 2135) 184 
Add items not requiring a cash 
payment 
IDEDTECIALLON epee errata ere 1,595 1,553 
Gain on disposal of fixed assets........... (15) (12) 
UAT Perens cine Ot SEO aie Comics ot eee (165) 75 
3,550 1,800 
Net change in non-cash working capital 
balancesitNote:S) ian ieeriee erie 1,931 (569) 
5,481 eal 
Financing 
Forgiveness of a long-term debt............. 37,749 
Addition to contributed capital ............. (37,749) 
Investing 
Additions to fixed’ assetsi.....-...4.5 0000. (343) (499) 
eang-termiinvVestments seer eee ae (3) (4) 
Proceeds on disposal of fixed assets ......... 15 12 
(331) (491) 
IPOS NCR, aoagooncakcoosrgendsosnUses 5,150 740 
Cash position, beginning of year.............. 2,894 2,154 
Cashiposition, end of year ayaa ciei eee eo 8,044 2,894 











Cash position consists of cash and short-term investments. 
See accompanying notes. 
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SAINT JOHN PORT CORPORATION—Continued 


NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996 


ik, 


i) 


Canada Ports Corporation Act and incorporation 


In accordance with the Canada Ports Corporation Act, a 
petition for the establishment of a local port corporation at the 
Port of Saint John was approved and the Saint John Port 
Corporation was incorporated under the laws of Canada effec- 
tive at the closing of business on December 31, 1986 and 
commenced operations January 1, 1987. 


In accordance with the Canada Ports Corporation Act, the 
assets, liabilities and equity were transferred to the Saint John 
Port Corporation at their carrying values in the accounts of the 
Canada Ports Corporation—Port of Saint John. 


. Significant accounting policies 


Investments 


The investments are shown at amortized cost whereby pre- 
miums or discounts from par value are amortized over the 
periods to maturity. 


Fixed assets 


Fixed assets are recorded at cost except for those transferred 
to the Corporation from Canada which are recorded at ap- 
praised or fair market value established at the time of transfer. 
Grants towards capital projects received from Canada and 
from third parties are deducted from the cost of the related 
fixed assets. 


Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes opera- 
tional using rates as follows: 


Asset Depreciation Rates % 








Dredging 2.5-6.7 
Berthing structures 2.5-10.0 
Buildings 2.5-10.0 
Utilities 3.3-10.0 
Roads and surfaces 2.5-10.0 


Machinery and equipment 5.0-100.0 
Office furniture and equipment 20.0 


Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions rep- 
resent the liability of the Corporation for pensions and are 
recognized in the accounts on a current basis. 


Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Any adjustments upon finalization 
are reflected in the accounts in the year of settlement. 


Employee benefits 


The Corporation accrues in its accounts, annually, the esti- 
mated liabilities for severance pay and annual leave which are 
payable to its employees in subsequent years under its collec- 
tive agreements or in accordance with its policy. 


3. Investments 


Investments are direct and guaranteed securities of Canada 
as follows: 


1996 1995 


Amortized Face Amortized Face 
cost value cost value 








(in thousands of dollars) 








Canada 
Treasury Bills...... T3922 7,969 2,846 2,899 
Canada Bonds........ 983 1,000 980 1,000 








4. Fixed assets 


1996 1995 


Accumulated Accumulated 
Cost depreciation Cost depreciation 





(in thousands of dollars) 











Band eepaeri cin estate S755 Bile7o5 
DMelsnivs ooo onaneaoe 1,739 1,594 1,739 1,590 
Berthing structures..... 48,861 36,154 49,117 35,875 
Buildingsiemree er 16,163 7,242 16,035 6,873 
Wttlittesier wt ener 7,438 5,421 7,394 5,256 
Roads and surfaces. .... 7,216 5,497 This 5,720 
Machinery and 

Equipmientrtr tert: 1,120 713 1,096 607 
Office furniture 

and equipment...... 1,358 1,236 1,330 1,165 
Work under 

CONSHUCTON ae aere 86 

115,736 57,857 116,217 57,086 

Accumulated 

depreciationyae-errrr 57,857 57,086 
Net book 

Valtlesterd eters crteene 57,879 59,131 











5. Forgiveness of long-term debt 


During the year, term loans in the amount of $18,052,457 
from Canada, bearing interest at 11% to 12.43% maturing 
between December 31, 1998 and 2005, were forgiven under 
The Supplementary Estimates and the Appropriation Act. 


Also, during the year, the balance of a loan in the amount of 
$19,696,119 provided by the Province of New Brunswick, the 
repayment of which had been linked to the net operating in- 
come of Rodney Terminal Complex, was forgiven by the New 
Brunswick Transportation Authority. 


Forgiveness of the two loans has been credited to contrib- 
uted capital. 
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SAINT JOHN PORT CORPORATION—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996—Concluded 


6. Adjustment to contributed capital 10. Transportation system review 


1996 1995 The national marine transportation system has been and 
continues to be under review by the Government of Canada. 


(in thousands of dollars) ; : : : : 
The effect of this review is the proposed implementation of a 








Contributed capital, beginning of year...... 23,910 44,462 new Canada Marine Act superseding the Canada Ports Corpo- 
Transfer to retained earnings ration Act. At this time, the impact upon the Corporation is not 
ECS eee ee ee (20,552) known. 
Forgiveness of debt from Canada 
Chote aye ne eae dep ney Bb p 18,053 
Forgiveness of debt from the Province 
of New Brunswick (Note 5)............ 19,696 
Contributed capital, end of year........... 61,659 23,910 








7. Retained earnings adjusment 


In 1994, the Corporation reviewed the carrying value of all 
its terminal facilities. On an individual basis the carrying value 
of each terminal was compared to its net recoverable amount. 
For those terminals where the carrying value was in excess of 
the net recoverable amount, the carrying value was adjusted to 
the higher of net recoverable amount or the fair market value 
of the residual land. The amount of the adjustment was 
$20,552,000. 


During 1995, permission was obtained from the Minister of 
Transport to transfer $20,552,000 to retained earnings from 
contributed capital. As a result of the transfer from contributed 
capital, retained earnings will reflect the cumulative results of 
the Corporation’s regular operations. 


8. Net change in non-cash working capital balances 


1996 1995 


(in thousands of dollars) 





Decrease (increase) in current 














assets 
AGCountSmecelVab lem rer ayers ctl veto (1,485) (355) 
(1,485) (355) 
Increase (decrease) in current 

liabilities 
Accounts payable and accrued charges .. . 1,076 369 
Deferred revenueS:: asc00 6s ese ee cares 2,380 (121) 
Grants in lieu of municipal taxes........ (40) (462) 
3,416 (214) 
1,931 (569) 








9. Related party transactions 


During the year the Corporation paid $389,094 (1995— 
$505,116) to Canada Ports Corporation as its share of that 
Corporation’s head office expense. 


During the year the Corporation paid $690,204 (1995— 
$782,223) for the provision of protective services, per 
agreement with Canada Ports Corporation. During 1995, the 
responsability for payment of these services was transferred 
from Canada Ports Corporation to the Corporation. As a result, 
$663,090 was reimbursed to Canada Ports Corporation for 
these services in 1995. The remainder of the 1995 balance and 
the entire 1996 amount has been paid to various unrelated 
suppliers. 
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ST. JOHN’S PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID ANDERSON, P.C., M.P., 
MINISTER OF TRANSPORT 


We have audited the balance sheet of St. John’s Port Corporation 
as at December 31, 1996 and the statements of earnings and surplus 
and changes in financial position for the year then ended. These 
financial statements are the responsibility of the Corporation’s man- 
agement. Our responsibility is to express an opinion on these 
financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatements. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


BALANCE SHEET AS AT DECEMBER 31, 1996 


In our opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
December 31, 1996 and the results of its operations and changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consis- 
tent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Canada Ports Corporation Act and the by-laws of the Corporation. 


Doane Raymond 
Chartered Accountants 


St. John’s, Canada 
February 12, 1997 
































ASSETS 1996 1995 
$ $ 
Current 

Gash ce eee tae. ee temerat caectnn Gecaet sins 40,800 158,769 
Investments) (Note 3). eames ea ae ancl sec 5,202,391 4,107,873 
NEL AGISOA NCIS 6 on ocandaarsagcsooguar 537,485 541,934 
5,780,676 4,808,576 
Pixedi (Note) acicmsc cnc sespersneaosvetete tare eit- 11,779,103 =—-11,997,317 
17,559,779 16,805,893 




















LIABILITIES 1996 1995 
$ $ 
Current 
Accounts payable and accrued liabilities ..... 300,801 250,401 
Grants in lieu of municipal taxes............ 167,226 118,164 
Deferredirevienues <a. eotesic cveee ue rersiauals) «dat 157,143 140,986 
625,170 509,551 
Accruediemployee benefits ne 4-1 er Phi /3ii 202,538 
856,901 712,089 
EQUITY OF CANADA 
Contributedicapitall gyn i roe ie ieee tare 10,131,636 10,131,636 
Surplus; ssi. ee meri sige eet 6,571,242 5,962,168 
16,702,878 16,093,804 
17,559,779 16,805,893 








Contingencies (Note 6). 
See accompanying notes to the financial statements. 


On behalf of the Board: 


MELVIN WOODWARD 
Chairman 


DAVID J. FOX, P. Eng. 
Port Manager and Chief Executive Officer 





ST. JOHN’S PORT CORPORATION—Continued 


STATEMENT OF EARNINGS AND SURPLUS 
YEAR ENDED DECEMBER 31, 1996 
























































1996 1995 
$ $ 
Revenue fromoperations ¢........2.-4-42.5- 3,084,430 2,934,299 
Operating and administrative expenses ......... 1,762,739 1,895,239 
DEpreciatlOnar ee hey cizcuettam a0 eremyens! dates 848,424 923,333 
Grants in lieu of municipal taxes.............. NPA) TA 31,390 
2,740,940 2,849,962 
BarningsHrom operations wees cn een steers oie 343,490 84,337 
ANVESTMENE INCOME ies ate nee er celeriac ee los 265,584 269,236 
Net GAnnin GS. nyse cus acy ais cata henceaceret eens is, aise hate 609,074 353,573 
Surplussbeginnine of yeareri. ssn) seer 5,962,168 5,608,595 
INGHeariineservacer se Neeete csc co treme eee eee 609,074 353.975 
SHS INNO be duacoorsacodunooonose 6,571,242 5,962,168 
See accompanying notes to the financial statements. 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1996 
1996 1995 
$ $ 
Cash derived from (applied to) 
Operating 
IN GtHeATi ime Serer cise eardcnetsat rene reves SP ete eas 609,074 3535573 
Depreciationsaer eee errr etter 848,424 923,333 
Othennon-cashitemSsemenmannieis eee 29,193 57,119 
1,486,691 1,334,025 
Change in non-cash operating 
working capital (Note 5)............... 5,054 (136,898) 
1,491,745 Ne OAT. 
Financing 
Change in construction 
PAvaAbleSerrere tere treat stereretels 115,014 14,695 
Investing 
Burchase of fixed assets) jem wisi seriene isle (631,210) (187,999) 
Disposalioftixedassetseey yet seer 1,000 208 
(630,210) (187,791) 
Nepincreaseuticasline cieaen trict isiretererast 976,549 1,024,031 
Cash and short-term investments 
Beginningot yeat eae. leieiyatrcle ii 4,266,642 3,242,611 
LONE apodeme cangeduc oppsensoDdodS 5,243,191 4,266,642 





See accompanying notes to the financial statements. 
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NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1996 


1. Local port corporation 


In accordance with the Canada Ports Corporation Act, a 
petition for the establishment of a local port corporation at the 
Port of St. John’s was approved and the St. John’s Port Corpo- 
ration was established effective June 1, 1985. 


In accordance with the Canada Ports Corporation Act, the 
assets, liabilities and equity were transferred at their carrying 
values in the accounts of the Canada Ports Corporation—Port 
of St. John’s to the St. John’s Port Corporation. 


. Summary of significant accounting policies 


Investments 


The investments, which are direct and guaranteed securities 
of Canada, are shown at amortized cost. Premiums or discounts 
are amortized over the periods to maturity. 


Fixed assets 


Fixed assets are recorded at cost, except for those trans- 
ferred to the Corporation from Canada, which are recorded at 
appraised or fair market value established at the time of trans- 
fer. Grants towards capital projects received from Canada and 
from third parties are deducted from the cost of the related 
fixed assets. 


Depreciation 


Depreciation is recorded on the straight-line basis for the 
full year, commencing with the year the asset becomes opera- 
tional, using rates as follows: 


Dredging 2.5% 
Berthing structures 2.5-10% 
Buildings 2.5-10% 
Utilities 3.3-10% 
Roads and surfaces 2.5-10% 
Machinery and equipment 5-100% 
Office furniture and equipment 20-33.3% 


Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions for 
pensions are recognized in the accounts on a current basis. 


Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Public 
Works and Government Services Canada. Any adjustments 
upon finalization are reflected in the accounts in the year of 
settlement. 


Employee benefits 


The Corporation accrues in its accounts, annually, the esti- 
mated liabilities for severance pay, annual leave and overtime 
compensatory leave, which are payable to its employees in 
subsequent years in accordance with its policy. 
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ST. JOHN’S PORT CORPORATION—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1996—Concluded 


























3. Investments 6. Contingent liabilities 
1996 1995 Claims aggregating approximately $364,000 arising from 
ASEE ead ee ee alleged damages suffered on the Corporation’s property have 
been received by the Corporation. The Corporation is a third 
cost amount cost amount 5 Pe toric 5 
party defendant, and has denied any liability, and no material 
$ $ $ $ loss is anticipated. 
Short-term .......... 5,202,391 5,311,000 4,107,873 4,230,000 7, Related party transactions 
During the year the Corporation paid $127,240 (1995— 
4. Fixed assets $161,137) and $Nil (1995—$143,488) to Canada Ports 
Corporation as its share of that Corporation’s head office 
1996 1995 expense and police services respectively. 
Peeu Net Net 8. Marine policy review 
mulated book book 
Cost depreciation value value The national marine transportation system has been and 
$ $ $ $ continues to be under review by the Government of Canada. 
The effect of this review is the proposed implementation of a 
IIs so ganbencdocuoer 5,090,796 5,090,796 4,736,134 new Canada Marine Act superseding the Canada Ports Corpo- 
Dredgingar reece 19,500 487 19,013 ration Act. At this time, the impact upon the Corporaiton is not 
Berthing known. 
structires*®. ia. 11,111,492 7,643,366 3,468,126 3,718,700 
Buildings# 4. havc. 1,366,194 981,437 384,757 414,896 
Wtilities! Fre ete 3,520,901 1,824,727 1,696,174 1,848,397 
Roads and surfaces.... 4,019,840 3,291,190 728,650 1,046,396 
Machinery and 
equipment). 4... 357,419 214,011 143,408 162,572 
Office furniture and 
equipmentan. 11-10 271,300 240,363 30,937 26,542 
Projects under 
construction....... 217,242 217,242 43,680 





25,974,684 14,195,581 11,779,103 11,997,317 











5. Change in non-cash operating working capital 
1996 1995 
$ $ 

ACCOUDIS TECCIVAD Le Nlemraen snore see reiter 4,449 25,510 
Accounts payable and accrued liabilities... . (64,614) 9,015 
Grants in lieu of municipal 

TAX CS isa us pasreckososry oeiyapay aoe oats 49,062 (173,562) 
Deferredirevenues ei sack cette sere ote arora ane 16,157 2,073 


5,054 (136,898) 








THE ST. LAWRENCE SEAWAY AUTHORITY 


MANAGEMENT’S REPORT 


The accompanying consolidated financial statements of The 
St. Lawrence Seaway Authority and all information in this Annual 
Report are the responsibility of management. 


The consolidated financial statements have been prepared in ac- 
cordance with generally accepted accounting principles and 
necessarily include some estimates which are based on manage- 
ment’s best judgements. Information contained elsewhere in the 
Annual Report is consistent, where applicable, with that contained 
in the consolidated financial statements. 


To meet management’s responsibility and to assure the integrity 
and reliability of financial reporting, the Authority maintains a 
system of internal controls, policies and procedures to provide 
reasonable assurance that assets are safeguarded, and that transac- 
tions and events are properly recorded. 


The system of internal control is supplemented by an internal 
audit which conducts periodic reviews of different aspects of the 
Authority’s operations. In addition, our external auditors have full 
and free access to the members of the Authority, who oversee 
management’s responsibility for maintaining adequate control sys- 
tems and the quality of financial reporting. 


The Auditor General of Canada is responsible for auditing the 
consolidated financial statements and for issuing his report thereon. 


Carol Lemelin 
Comptroller and Treasurer 


G.R. Stewart 
President & CEO 


Cornwall, Canada 
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AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have audited the consolidated balance sheet of The St. Lawrence 
Seaway Authority as at March 31, 1997 and the consolidated state- 
ments of operations, deficit and changes in financial position for 
the year then ended. These financial statements are the responsibil- 
ity of the Authority’s management. My responsibility is to express 
an opinion on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these consolidated financial statements present 
fairly, in all material respects, the financial position of the Authority 
as at March 31, 1997 and the results of its operations and the 
changes in its financial position for the year then ended in accor- 
dance with generally accepted accounting principles. As required 
by the Financial Administration Act, | report that, in my opinion, 
these principles have been applied on a basis consistent with that of 
the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my audit of the consolidated financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, The 
St Lawrence Seaway Authority Act and regulations, and the by-laws 
of the Authority. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 9, 1997 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 


CONSOLIDATED BALANCE SHEET AS AT MARCH 31, 1997 
(in thousands of dollars) 





























ASSETS 1997 1996 LIABILITIES 1997 1996 
Current Current 
Cash and short-term investments : Accounts payable and accrued liabilities 
(Note3 suk... eae eee ee ee eee 36,256 26,705 (QMO )a toootaenadonds spsiodsnanocacsr 13,627 12,688 
Accounts receivable (Notes 6 and7)......... 4,951 SH Provision and accrued charges for abandon- 
Accrued interest receivable..............+-. 1,043 1,953 ment of railway bridges (Note 9).......... 4,317 
Supplies tnventory:.... <0... ¢ocace eae ae 2,673 2,747 Large corporations tax 
1 tes DT) Rs eseean  ackerini sed 2 
44,923 36,582 payable Cots 11) oe Bn eee 
Long-term 17,969 12,843 
Investments (Notes isc seeeee chee enaeien 59,581 57,699 Long-term 
Mortgages receivable (Note 4).............- 1,055 983 Accrued employee termination benefits ...... 13,720 13,608 
Advance to a co-venturer (Note 5)........... 567 575 31,689 26,451 
Investment in non-consolidated wholly-owned ' : ; 
subsidiaries (Note0) eee ere 2 2 Commitments and contingencies (Notes 12 
and 13) 
Canitaltassets(iNotew)irasteim ate eee rea 503,721 505,835 
EQUITY OF CANADA 
Contributed capital (Note 8) ..............--- 624,950 624,950 
Deficith yeti t, coke ong acme eects ater : (46,790) (49,725) 
578,160 575,225 
609,849 601,676 609,849 601,676 


See accompanying notes to the consolidated financial statements. 


Approved: 


G.R. STEWART 
President & CEO 


C. LEMELIN 
Comptroller and Treasurer 
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CONSOLIDATED STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 
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1997 1996 
Seaway Thousand 
International Islands 
Seaway Bridge Bridge Total Total 
Revenues 
Be Urs aren G Siero RO OS ORS OIG CIS 75,318 1,361 76,679 GES 
Weasesvand ICENCESk Aas sence Soa eee 6,364 56 1,141 7,561 6,125 
InvVestinenminc omer inset eee tele 5,462 15 628 6,105 6,459 
(Ola Ab oo anc aod HEMG aU MACAU ATO TERETE 1,478 26 1533 3,037 2,943 
88,622 1,458 3,302 93,382 88,250 
Expenses 
Operations, maintenance and engineering...... $3,650 882 158 54,690 54,830 
NGMIINIStrAtlOM ee anit eaten ioe teres 13,655 225 119 13,999 14,150 
PNANORIPZA NOY re 6 Ooh ood GAOO SO OGe tod onea 12,774 148 BTS 13,197 13,349 
80,079 1255) 552 81,886 82,329 
Income tromuoperatiOnS me eymiceinetentaiiaereiete 8,543 203 2,750 11,496 5,921 
Abandonment of railway bridges (Note 9) ....... (6,719) (6,719) 
Commercialization costs (Note 10) ............. (533) (533) 
Income before large corporations tax............ 1,291 203 PUES) 4,244 5,921 
large corporations tax (Note W/l)ire peer 1,256 53 1,309 1,304 
Nebancomesfomthesyearmeineemr nee eer 35 203 2,697 2,935 4,617 
See accompanying notes to the consolidated financial statements. 
CONSOLIDATED STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 
1997 1996 
Seaway Thousand 
International Islands 
Seaway Bridge Bridge Total Total 
Retained earnings (deficit), beginning of 
CAL Se ae cee ae eas cor cketeents Sy Poker eaerok cate rever (772) 21,447 (49,725) (54,342) 
INetincomefontheryeatans ree ek eee 35 203 2,697 2,935 4,617 
Distribution of Joint Venture net income......... 203 (203) 
Retained earnings (deficit), end of the 
Bee 1 Sas co orca CID CS rae OO Gos Canto TEE, CRO So IO (70,934) 24,144 (46,790) (49,725) 





See accompanying notes to the consolidated financial statements. 


A — 330 
THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1997 
(in thousands of dollars) 










































































1997 1996 
Seaway Thousand 
International Islands 
Seaway Bridge Bridge Total Total 
Operating activities 
Cash provided from operations 
Nefincome fon the yearn. serous Sielene a: 35 203 2,697 2,935 4,617 
Items not requiring cash 
AAMOTtIZAUON: fas: Seucrfee ours aicicventolaansielere 12,774 148 275 13,197 13,349 
Abandonment of railway bridges......... 255 255 
Employee termination benefits........... 977 15 992 1,557 
Gain on disposal of capital assets......... (253) (253) (403) 
Operatmprcash flowsenrirr statement 13,788 366 2,972 17,126 19,120 
Net change in working capital 
components other than 
cash and short-term investments............ 6,668 (432) 100 6,336 2,168 
Payments of employee 
termination benetits . mama season: (866) (14) (880) (914) 
Cash provided by (used in) operating 
ACtIVINES <% vcaen weer wre rea a wES 19,590 (80) 3,072 22,582 20,374 
Initernalitranstersu. cr. .xccasciee etree 2,658 (2,658) 
22,248 (80) 414 22,582 20,374 
Investing activities 
(Increase) in investments.................--- (1,882) (1,882) (8,399) 
Decrease (increase) in mortgage 
KECEIVADIES ac we cas wee enscausrmieyennhyarn stat aveuerciele (72) (72) 155 
Decrease in advance to a co-venturer.......... 8 ; 8 190 
Acquisitions of capital assets ...............- (11,016) (19) (414) (11,449) (8,279) 
Proceeds from disposal of capital assets ....... 364 364 1,014 
Cash used in investing 
ACHIVITLESS s-Ginsca nates Se rus ee ee mes estore (12,598) (19) (414) (13,031) (15,319) 
Increase’(decrease)) Inicashin.cr sees eis aie orice 9,650 (99) 9,551 5,055 
Cash and short-term investments 
auibeginningiof yeale ade teis wie oe rerio 26,480 225 26,705 21,650 
Cash and short-term investments 
At En dlO FY GAl sap c ac soe ta siaicarw he rau ctore eroners 36,130 126 36,256 . 26,705 
Working capital position at end of 
year 
(CUTTER ASSES’ nae amiers crevereun creme ae taieisiene ss 44,698 225 44,923 36,582 
Gurrentiliabilities*e.. s-cvssnerade ote sorreiereai 17,819 150 17,969 12,843 
26,879 75 26,954 23,739 








See accompanying notes to the consolidated financial statements. 
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THE ST. LAWRENCE SEAWAY AUTHORITY —Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1997 


1. The Authority The Authority’s future is heavily dependent on the outcome 


Raytuthority and objectives of future-related Government’s decisions. At this time, it is 


The St. Lawrence Seaway Authority was established in 
1954 under The St. Lawrence Seaway Authority Act and is 
classified as a parent Crown corporation under Schedule III 
Part I of The Financial Administration Act. 


The Authority was established to construct and operate a 
deep waterway between the Port of Montreal and Lake Erie 
together with such works and other property, including 
bridges incidental to the deep waterway, as deemed neces- 
sary by the Governor in Council. 


The St. Lawrence Seaway Authority Act confers upon the 
Authority the powers to borrow money and to produce 
revenue by levying tolls for the use of the deep waterway. 
The tolls that may be charged shall be fair and reasonable 
and designed to provide a revenue sufficient to defray the 
cost to the Authority of its operations in carrying out the 
purposes for which it is incorporated, which costs shall 
include: 


(i) payments in respect to the interest on amounts bor- 
rowed by the Authority to carry out those purposes; 


(ii) amounts sufficient to amortize the principal of those 
amounts over a period not exceeding fifty years; and 


(iii) the cost of operating and maintaining the canals and 
works under the administration of the Authority, in- 
cluding all operating costs of the Authority and such 
reserves as may be approved by the Minister. 


Under The St. Lawrence Seaway Authority Act, tolls may 
be established by filing with the Canadian Transportation 
Agency or by agreement between Canada and the United 
States. This agreement between the two countries is in the 
form of an exchange of notes in accordance with directions 
given by the Governor in Council. 


(b) Commercialization of the St. Lawrence Seaway System 


As part of its strategy to strengthen Canada’s transportation 
system, on December 14, 1995, the government issued its 
new National Marine Policy, which confirms that the Great 
Lakes/St. Lawrence Seaway System is a crucial waterway 
and a business. This policy will likely impact significantly 
on the Authority’s operations and structure. 


Among other elements, the policy announces that the Gov- 
ernment of Canada will pursue the commercialization of 
the operations of the Great Lakes/St. Lawrence Seaway 
System. To this end, this policy mentions two alternatives. 
First, negotiations are currently under way with a group 
representing Seaway users and consideration is being given 
to establishing a not-for-profit public private partnership 
that would operate the Seaway under a long-term agree- 
ment. According to this policy, the government would 
retain title to all current Seaway lands and structures re- 
gardless of how the commercialization of the operations of 
the Great Lakes/St. Lawrence Seaway System is carried 
out. Second, should negotiations be unsuccessful, the Gov- 
ernment of Canada would pursue the required changes 
through other options, such as increased commercialization 
of the current management of the Seaway. 


not possible to evaluate the possible impacts on the finan- 
cial statements. 


2. Summary of significant accounting policies 


The financial statements have been prepared in accordance 
with Canadian generally accepted accounting principles. 
A summary of significant accounting policies follows: 


(a) Basis of consolidation 


The consolidated financial statements include the accounts 
of The St. Lawrence Seaway Authority and the Authority’s 
proportionate share of its interest in the accounts of its joint 
venture, The Seaway International Bridge Corporation, 
Ltd. The Authority holds a 50% interest in The Seaway 
International Bridge Corporation, Ltd., and as a result is 
entitled to 50% of the assets of the joint venture, its liabili- 
ties and its net income. 


The Authority’s investments in two other wholly-owned 
subsidiaries for purposes of the Financial Administration 
Act, The Jacques Cartier and Champlain Bridges Incorpo- 
rated and Great Lakes Pilotage Authority, Ltd., are 
recorded at cost because the Authority does not have the 
right and ability to obtain benefits from their resources and 
the Authority is not exposed to their related risks. 


Thousand Islands Bridge 


In September 1976, the Minister of Transport entrusted the 
Authority with the management and operation of the Thou- 
sand Islands Bridge, while the real property was vested in 
the name of Her Majesty in Right of Canada. Subsequent 
capital expenditures made by the Authority to improve the 
Bridge have been recorded as capital assets. The retained 
earnings of the Bridge represent its cumulative earnings 
since September 1976. 


These consolidated financial statements have segregated 
the operations of the Thousand Islands Bridge on the prem- 
ise that its management and operation by the Authority is 
independent of Seaway operations. 


(b) Supplies inventory 


Supplies inventory comprises equipment and supplies used 
in the operation and maintenance of the Seaway and is 
recorded at the average cost. 


(c) Capital assets 


Capital assets are recorded at cost. Replacements and major 
improvements which increase the capacity of the deep wa- 
terway system or extend the estimated useful service lives 
of existing assets are capitalized. Repairs and maintenance 
are charged to operations as incurred. The cost of assets 
sold, retired, or abandoned, and the related accumulated 
amortization are removed from the accounts on disposal. 
Gains or losses on disposals are credited or charged to 
operations. 


Amortization is recorded using the straight-line method 
based on the estimated useful service lives of the assets. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1997—Continued 


(d) Welland Canal and Valleyfield Bridge rehabilitation pro- 
grams 


Funding received from the Government of Canada for these 
programs was accounted for by crediting the amount 
against the costs of related capital projects undertaken 
during the year. The non-funded remaining cost, which is 
to be recovered from the users, is capitalized and amor- 
tized. 


(e) Employee termination benefits 


Employees of the Authority are entitled to specified bene- 
fits as provided for under labour contracts and conditions 
of employment. These benefits include accumulated sick 
leave and furlough leave which are payable upon termina- 
tion. Usually, the termination benefits correspond to the 
higher of a week’s salary (two weeks for the first year of 
service) for each year of service up to a maximum of 
28 weeks or 75% of the balance of the employee’s accumu- 
lated sick leave days. Employees are allowed 15 days of 
sick leave per year. The liability at year-end for these 
benefits is recorded in the accounts as the benefits accrue 
to employees. 


(f) Pension plan 


All employees of the Authority are covered by the Public 
Service Superannuation Plan administered by the Govern- 
ment of Canada. Contributions to the Plan are required 
from both the employee and the Authority. These contribu- 
tions represent the total liability of the Authority and are 
recognized in the accounts on a current basis. 


The Authority is not required under present legislation to 
make contributions with respect to actuarial deficiencies of 
the Public Service Superannuation Account. 


(g) Employee life insurance plan 


The Authority provides a life insurance plan for its employ- 
ees. Surpluses and deficits from the plan are included in 
revenues or expenses in the year in which they are incurred. 


(h) Retired employee benefits 


The Authority provides a life and major medical insurance 
plan for its retired employees. Contributions to the plan are 
required from participant retired employees and the Au- 
thority. Surpluses or deficits from the plan are recognized 
in the accounts in the year in which they are received or 
paid. 

Insurance 


(i 


a 


The Authority assumes substantially all risks in relation to 
compensation and damages to its locks. For all other assets 
the Authority carries conventional insurance. 


. Investments 


The Authority invests in short term deposits, Government of 
Canada Treasury Bills, Canadian Chartered Banks Investment 
Certificates and has two deposits with the Consolidated Reve- 
nue Fund of the Government of Canada. The Authority has set 
aside certain of these investments in order to provide for future 
operating requirements, including emergencies and cash defi- 
cits, and for the funding of future employee termination 
benefits. The market value of these investments approximates 
both their net book value and fair value. 


1997 1996 


(in thousands of dollars) 


Operating requirements 
Government of Canada 
Treasury Bills maturing within 
one year with various interest 
rates between 2.9% and 3.9% ........ 16,581 7,899 
Investment Certificates with various 
maturity dates between | and 3 years 
and with interest rates varying 
between 4.7% and 9.7%...........-- 30,000 36,800 


46,581 44,699 








Employee termination benefits 
Deposits with Consolidated Revenue 
Fund with interest rates of 
8.12% and 8.34% and maturing 
In OGSrand 2000 semrrectttsnye sieeve 13,000 13,000 


59,581 57,699 











4. Mortgages receivable 


The Authority has entered into long-term mortgages for the 
sale of parcels of land. The mortgages are at various interest 
rates varying from 8% to 9.5%, are recoverable in monthly 
instalments and are amortized over a maximum period of 
22 years. Their carrying value approximates fair value. The 
current receivable portion of mortgages aggregating $21,287 
is included in the accounts receivable. 


. Advance to a co-venturer 


This account represents the excess of the Authority’s invest- 
ment in its joint venture, The Seaway International Bridge 
Corporation, Ltd., over its required contribution as per the 
contractual agreement. The advance carries interest at the 
average one-year Treasury Bill and has no repayment terms. 
Its carrying value approximates fair value. 


THE ST. LAWRENCE SEAWAY AUTHORITY —Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


MARCH 


31, 1997—Continued 


6. Investments in non-consolidated wholly-owned subsidiaries 
and related party transactions 


Investments consist of the following: 


Great Lakes Pilotage Authority, Ltd. 


The Jacques Cartier and Champlain Bridges 
Incorporated CCB) ramen ee yale rents 


Number of 
shares 


15 


Cost 
$ 


1,500 


100 
1,600 


The Authority is related in terms of common ownership to 
all Government of Canada created departments, agencies and 
Crown corporations. The Authority enters into transactions 
with these entities in the normal course of business. 


During the year ended March 31, 1997, the Authority pro- 


vided certain engineering and administrative services to 
JCCBI for which it charged $653,201 (1996—$764,828). 
Charges are made on full cost recovery basis. At March 31, 
1997, the amount receivable from JCCBI totalled $116,041 
(1996—$40,782) and is included in the accounts receivable. 


The Canadian Coast Guard introduced new navigational ser- 
vices fees based on the Authority’s vessel fleet. The fees paid 


for this service during the year amounted to $69,981. In fiscal 


year 1995/96, the Authority paid $600,000 to the Canadian 


Coast Guard for navigational aids. 


7. Capital assets 


ovel i & An datas cian Diol eee oS 
Bridges)and tunnel Sirgen eyelet el 
RUHIGIIES cogo0cnuocsdesepomiounuecss 
[Bap LIN oj oa cosococotenonueasne dae 
REMECIAlNWOLKS eter eerte ieee rete 
Work under construction...........-:.- 


Seaway International Bridge 
JSOUVINTNS orcas conspuctqounn ade oa¢ 
UWI Goo gensoopuscodcdcoumooors 
Remedial works/Deferred 


MajOnTepalrswer eee rte eee 


Thousand Islands Bridge 
Ii OMRIINANS oossausoognguanooauosoD 
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1997 1996 
Amortization Accumulated Amortization Accumulated 
rate Cost amortization Net rate Cost amortization Net 
(in thousands of dollars) (in thousands of dollars) 
28,199 28,199 28,296 28,296 
1% 280,033 109,379 170,654 1% 279,613 102,292 eS 
1% 230,736 93,976 136,760 1% 224,893 91,065 133,828 
2-4% 125,142 64,327 60,815 2-4% 124,131 62,320 61,811 
2% 15,254 8,969 6,285 2% 13,819 8,583 5,236 
2-20% 30,813 23,759 7,054 2-20% 29,473 26,153 3,320 
1% 121,019 33,796 87,223 1% 121,019 32,560 88,459 
262 262 1,107 1,107 
831,458 334,206 497,252 822,351 322,973 499,378 
5-20% 523 384 139 5-20% 503 335 168 
5-10% 34 10 24 5-10% 34 8 26 
4.8-10% 992 294 698 4.8-10% 992 198 794 
1,549 688 861 1,529 541 988 
2-10% PPS) 1,617 5,608 2-10% 6,811 1,342 5,469 
840,232 336,511 $03,721 830,691 324,856 505,835 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1997—Concluded 


Subsequent additions to assets are amortized over the re- 
maining estimated useful service life of the initial group of 
assets to which the addition is related. The estimated useful 
life of these assets is for periods up to 2073. 


The Authority is continuing its review of the estimated 
useful service life of all its major physical assets and of its 
amortization policy. This review may lead to a decrease in the 
estimated useful life of the assets. 


Welland Canal rehabilitation program 


In 1985, the Authority engaged consultants to examine in 
detail, and report on, the structural condition of the Welland 
Canal system. The report was submitted during 1986 and, as a 
result, a seven-year $175 million rehabilitation program was 
established to refit the Welland Canal and ensure a continued 
safe and reliable waterway into the 21*' century. The program 
consisted of refurbishing the lock walls, stabilizing the canal 
banks and approach walls, and rehabilitating ancillary struc- 
tures. 


During 1986, the Government of Canada approved funding 
for the financing of the Welland Canal Rehabilitation Program. 
The funding of $175 million, which terminated in 1993, has 
been deducted from related works under construction. 


the total abandonment cost at about $6,7 million and it has 
recorded its costs in the current year. 


The bridges were used in the railway service of a railway 
company by virtue of agreements signed more than 50 years 
ago. In order to carry out its plan to close those two bridges, 
the Authority acquired in 1996 the railway company’s rights 
and interest in the bridges that were conferred to it under the 
prior agreements. The acquisition cost of those rights and 
interest together with the estimated cost for the demolition of 
the bridges, represent the major cost component of this project. 
The Authority plans to complete the demolition of the two 
bridges in 1997/98. 


10. 


Commercialization costs 


The Authority is participating in activities relating to the 
commercialization of the St. Lawrence Seaway System. The 
cost of those activities includes studies for the setting up ofa 
new not-for-profit public/private partnership and for the poten- 
tial revision of the employees’ pension plan. 


. Income taxes—Large corporations tax 


The Authority, as a prescribed Federal Crown corporation, 
is subject to the provisions of the Jncome Tax Act. The Author- 
ity is not subject to any provincial income taxes. 


Currently, unamortized capital cost for tax purposes is in 
excess of the net book value of capital assets by approximately 
$192 million. The tax effect of this excess has not been re- 
corded in the accounts of the Authority. The Authority also has 
a deductible loss of $5.9 million expiring in 2002 which is 
available to reduce the taxable income of future years. 


. Commitments 


At March 31, 1997, contractual obligations for capital and 
other expenditures amounted to $15.8 million (1996— 
$1.7 million). 


; ; Pom: 13. Contingencies 
Valleyfield Bridge rehabilitation program 
? : ’ There is a total of $86 million in claims instituted against 
In 1987, Hydro-Quebec undertook an in-depth inspection of the Authority. The claims arise from the breakdown of the 
the bridge which led to the Rehabilitation Program for the Valleyfield Bridge in November 1984, the October 1985 
Valleyfield Bridge. The Authority’s share of the Rehabilitation Lock 7 wall blow-out, compensation and damages in connec- 
represents 25% of the total cost. tion with the expropriation of lands and various other claims. 
A Treasury Board decision, rendered in 1992,- made the The Authority is contesting all these claims and their outcome 
Authority responsible for $17.8 million of the cost of work cannot be determined at this time although management is of 
completed at March 31, 1992. All work was completed at the opinion that these actions will not result in any material 
March 31, 1993 and the costs to be funded by the Government losses to the Authority. The Authority is also the claimant am 
of Canada amounted to $8.4 million, $1.0 million of which is certain other pending or threatened claims and lawsuits. 
included in accounts receivable; a similar amount is included Decontamination could be needed for some of the Author- 
in accounts payable. ity’s properties. To date, the Authority has not been in a 
_ Contributed capital position to determine the related costs, not having assessed its 
properties’ contamination status. The Authority is currently in 
As of April 1, 1977, loans from Canada of $624.95 million the process of finalizing its environmental policy. 
were converted to equity by parliamentary appropriation. This : : ‘ : ‘ 
amount was ones pet Renae pve tp ae saleeetaty 14. Required future funding for major restoration of the infrastruc- 
appropriation authorizing the 1977 conversion of loans from ture 
Canada to equity also authorized the Minister to fix, from time The anticipated amount of funds that should be provided by 
to time, the amount that shall be paid by the Authority annually operating activities over the next five years will most likely 
out of its toll revenue as a return on capital. No return on not be sufficient to finance the anticipated major restoration 
capital has ever been required to be paid since then. projects of the Authority’s infrastructure over that period. The 
_ Abandonment of railway bridges Authority will need to use a significant portion of its invest- 
ments to cover the excess costs of these projects over the funds 
The Authority has decided to close two of its bridges located generated by its operating activities. Beyond that period, and 
in the Welland Canal area, given their operating costs and the in the event of the continuance of that trend, the Authority may 
large capital expenditures that would have been incurred in the require outside financing of these projects. 
near future to rehabilitate them. The Authority has estimated . ; 
15. Comparative figures 


Some of the 1996 comparative figures were reclassified to 
conform to the presentation adopted in 1997. 
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APPENDIX 1 


THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED 


MANAGEMENT’S REPORT 


The accompanying financial statements of The Jacques Cartier 
and Champlain Bridges Incorporated and all information in this 
annual report are the responsibility of management. 


The financial statements have been prepared in accordance with 
generally accepted accounting principles and necessarily include 
some estimates which are based on management’s best judgement. 
Information contained elsewhere in the annual report is consistent, 
where applicable, with that contained in the financial statements. 


To meet management’s responsibility and to assure the integrity 
and reliability of financial reporting, the corporation maintains a 
system of internal controls, policies and procedures to provide 
reasonable assurance that assets are safeguarded, and that transac- 
tions and events are properly recorded. 


The system of controls is supplemented by an audit which con- 
sists of periodic reviews of different aspects of the corporation’s 
operations. External auditors have full and free access to the direc- 
tors, who oversee management’s responsibility for maintaining 
adequate control systems and the quality of financial reporting. 


The Auditor General of Canada is responsible for auditing the 


financial statements and for issuing his report thereon. 
Glen P. Carlin 
General Manager 


AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have audited the balance sheet of The Jacques Cartier and 
Champlain Bridges Incorporated as at March 31, 1997 and the 
statements of operations, deficit, contributed capital and changes in 
financial position for the year then ended. These financial state- 
ments are the responsibility of the Corporation’s management. My 
responsibility is to express an opinion on these financial statements 
based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Canada Busi- 
ness Corporations Act and the articles and by-laws of the 
Corporation. 

Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
April 25, 1997 
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THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED—Continued 
BALANCE SHEET AS AT MARCH 31, 1997 

















ASSETS 


Current 
Gash sand term) deposits yvcry. cer recdsrertaiaye oye 
ACCOUNTS TECeLVAD 1 eaaniie cn vaitenaelelcnaene einer 
Duefrom Canadaceen shee eee se ee 


Capital assets 
Tati Rec ciharete ete ie sate rbot teres ah ateraterenever siete ove 
IBTIG GES asters oes esterase reefer te eter cette 





See accompanying notes to the financial statements. 


Approved by the Board: 


G.R. STEWART 
Director 


€/COTE 
Director 























1997 1996 
$ $ 

2,880,516 3,745,543 
269,622 124,017 
3,380,335 2,115,268 
6,530,473 5,984,828 
3,678,846 3,678,846 
73,321,602 73,321,602 
1305513 1,126,385 
78,305,961 78,126,833 
68,582,777 67,437,458 
9,723,184 10,689,375 
16,253,657 16,674,203 


LIABILITIES 


Current 


INE MINE ENE) ers noe a poo o CO oraeaar 
DuetomparenticompanVeneac ti eiecneieree 
Deferredirevenles nara nieieeek etee ence 


Long-term 


Provi 


sion for employee termination 


benehits nc hcitc copies acne henetereseesie oleae: 


Commitments and contingencies (Notes 5 and 6) 


SHAREHOLDER’S EQUITY 


Capital 


stock 


Authorized—SO0 shares without par value 
Issued and fully paid—l share.............. 
Contributedicapitale it. cra eee eet ener 


Deficit 


2,955,061 2,476,229 
116,041 38,674 
267,855 278,409 


3,338,957 2,193 Sle 


347,695 356,904 





3,686,652 3,150,216 





100 100 
3356055777 3353835335 
(21,038,872) (19,859,448) 





12,567,005 — 13,523,987 





16,253,657 16,674,203 
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STATEMENT OF OPERATIONS STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1997 FOR THE YEAR ENDED MARCH 31, 1997 
Jacques 1997 1996 
Cartier Champlain Total $ $ 
Bridge Bridge 1997 1996 : aaish 
Operating activities 
tee: $ $ $ $ Net tose for the yeat 7. sss) eee (28,742,266) (29,618,177) 
Leases and licences ...... 271,615 206,723 478,338 += 472,073 peer ede Aaeeiae THIER 
Ie ee ds 62,320 62,320 124,640 —«-201,206 ED: SE ppiihiidae, aa a 
Ce hee nee 81,491 125,578 207,069 —«176,032 res 
in the provision for 
415,426 394,621 810,047 849,311 employee termination benefits.......... (9,209) 5,532 
Expenses (27,562,842) (28,445,204) 
Maintenance (Note 3)..... 7,096,392 15,804,760 22,901,152 24,126,473 Changes in non-cash items of 
Operation n..css 2 0c 1,165,672 2,304,394 3,470,066 3,402,522 Orkin c(Capitallean nein titers arena 400,040 (1,647,602) 
Administration .......... 731,298 1,251,186 1,982,484 1,758,740 
Amortization. ..-4..2-+-- 106,834 1,081,799 1,188,633 1,167,441 2762 SOD Ee) 
Investing activities 
2100196 20.48 2)139 127,542 233 30459178 Addition of capitaliassets a5 --tsenieiyelels (226,772) (59,176) 
Loss before Large Corpora- Proceeds from the disposal of capital assets. . . 4,330 
tions Tax... tite e eens 8,684,770 20,047,518 28,732,288 29,605,865 (222,442) (59,176) 
Large Corporations 
Ese ne tert pe Meh coc thet aie 4,989 4,989 9,978 12,312 Financing activities 
Parli t lationeec tee ere 7,785,284 ,504,3 
Net loss for the year........ 8,689,759 20,052,507 28,742,266 29,618,177 ae tee aac BIN BSED SERS OSD 
Cash and cash equivalents 
Increase (decrease) for the year............. 400,040 (1,647,602) 
Balance at beginning of the year............ 5,860,811 7,508,413 
Balance at end of the year“ ............... 6,260,851 5,860,811 
) Cash and term deposits ...............-- 2,880,516 3,745,543 
Duewnom: Canadasaeer te eee eee 3,380,335 2,115,268 
STATEMENT OF DEFICIT 6,260,851 5,860,811 





FOR THE YEAR ENDED MARCH 31, 1997 


Working capital position at 

















year-end 
1997 1996 Carbentasscioe te ne eee na eee 6,530,473 5,984,828 
$ $ Curent lbiues te eee ee 3,338,957 2,793,312 
Balance at beginning of the year ...........0.. 19,859,448 18,686,475 3,191,516 3,191,516 
NEMESIS sen naboswo0¢cesmocacasad 28,742,266 29,618,177 





48,601,714 48,304,652 
Excess of the expenditures over the 
revenues in the operations financed 
by parliamentary appropriations............. 27,562,842 28,445,204 


Balance at endiofthesyeat te) -iieieieraepere ret 21,038,872 19,859,448 








STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED MARCH 31, 1997 











1997 1996 
$ $ 
Balance at beginning of the year .............. 33,383 300m SS S243159 
Net acquisition of capital asset financed 
by parliamentary appropriations............- 222,442 59,176 





Balance at end of the year.................+-- 33,605,777 33,383,335 
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THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997 


1. Authority and activities (d) Employee termination benefits 


The Jacques Cartier and Champlain Bridges Incorporated 
was established under the Canada Business Corporations Act 
on November 3, 1978 and is a wholly-owned subsidiary of The 
St. Lawrence Seaway Authority, which is a Crown corporation 
named in Part I of Schedule III to the Financial Administration 
Act. 


The corporation is dependent on the Government of Canada 
for its financing. 


Effective December 1, 1978, the corporation assumed the 
responsibility for the operation, maintenance and control of 
the Jacques Cartier and Champlain bridges and of a portion of 
the Bonaventure Autoroute, situated in the Montreal area. 


. Significant accounting policies 
(a) Capital assets 


Capital assets acquired from the National Harbours Board 
(now Canada Ports Corporation) on December 1, 1978 were 
recorded at their then book values with an offset to contrib- 
uted capital. Subsequent additions are recorded at cost. 


Capital assets are amortized over their estimated economic 
lives using the straight-line method, at the following rates: 


Jacques Cartier Bridge 4.8% 
Champlain Bridge = ZEN 
Vehicles and equipment 10% and 20% 
Software 100% 


The cost of the portion of the Bonaventure Autoroute for 
which the corporation is responsible and the initial cost of 
the Jacques Cartier Bridge are fully amortized. 


The cost of major maintenance is charged to operations in 
the year in which the work is performed. 


(b) Parliamentary appropriation 


The amount of the parliamentary appropriation used to 
cover the excess of expenditures over the revenues in the 
operation of the Jacques-Cartier and Champlain Bridges is 
reflected in the statement of deficit. In this regard, operat- 
ing expenses do not include amortization, any change in the 
provision for employee termination benefits and any gain 
or loss on disposal of capital assets. 


The portion of the parliamentary appropriation used to 
finance the acquisition of capital assets, net of proceeds 
from disposal, is recorded as contributed capital. 


Any balance of the parliamentary appropriation required to 
finance the loss for the year and not received at the year- 
end is shown as an amount due from Canada. Any 
parliamentary appropriation received in excess of require- 
ments is recorded as due to Canada. It is the corporation’s 
policy to reimburse this amount in the following fiscal year. 


(c) Prepaid revenues 


Leases and licenses revenues collected in advance are re- 
corded as prepaid revenues. 


On termination of employment, employees are entitled to 
certain benefits provided under their collective agreement 
and their conditions of employment. The cost of these 
benefits is expended in the year in which they are earned. 


(e) Pension plan 


Employees participate in the Superannuation Plan adminis- 
tered by the Government of Canada. The employees and the 
corporation contribute equally to the cost of the Plan. This 
contribution represents the total liability of the corpo- 
ration. Contributions in respect of current services and of 
admissible past services are expended when paid. The 
terms of payment of past service contributions are set by 
the applicable purchase conditions, generally over the num- 
ber of years of service remaining prior to retirement. 


(f) Expenses 


Expenses incurred with respect to the portion of the 
Bonaventure Autoroute for which the corporation is re- 
sponsible are included with those of the Champlain 
Bridge. 


(g) Income taxes 


The corporation, as a federal Crown corporation, is not 
subject to any provincial income taxes. The corporation is, 
however, subject to the provisions of the Federal Income 
Tax Act due to the fact that its parent corporation is subject 
to these provisions in accordance with a regulation regard- 
ing this Act. Therefore the corporation is subject to the 
Large Corporations Tax. 


. Major rehabilitation works 


In its endeavour to keep the bridges and the autoroute in a 
good state of repair, to protect the public and serve traffic 
needs throughout the useful life of these installations, the 
corporation must undertake major rehabilitation works on the 
deck of the Jacques Cartier Bridge. The nature of the work to 
be undertaken is sufficiently known; it remains difficult pres- 
ently to estimate precisely the eventual cost of the major 
repairs which will have to be carried out over a number of 
years. It is expected that the cost of this program will be funded 
by parliamentary appropriations. The corporation expects that 
the repairs to the Jacques Cartier Bridge will begin in 1997-98 
with a pilot project. The corporation is studying other options 
which could reduce costs and the duration of the work while 
decreasing the impact on traffic. 


. Related party transactions 


The corporation is related in terms of common ownership to 
all Government of Canada created departments, agencies and 
Crown corporations. The corporation enters into transactions 
with these entities in the normal course of business. The main 
related party transactions entered into by the corporation are 
administrative and engineering services received from its par- 
ent corporation for an amount of $496,595 ($642,856 in 1996). 
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THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Concluded 


5. Commitments 
(a) Leases 


The aggregate minimum rental payments under long-term 
leases for premises and equipment through to 
April 30, 1997 are approximately $18,000. 


(b) Operation services 


The minimum amount which will be paid in future years 
under an agreement for police services ending on 
June 30, 1999 is $3.3 million on an annual basis. 


(c) Suppliers 


At March 31, 1997, contractual obligations to suppliers 
amounted to approximately $6.4 million. 


6. Contingencies 


(a) The corporation has benefited from reimbursements 
equivalent to 57% of the goods and services tax and 40% 
of the Quebec provincial sales tax since their respective 
implementation. These reimbursements, totalling $3.5 mil- 
lion, were claimed based on information obtained when 
these taxes were implemented and led the corporation to 
believe that it could benefit from these reimbursements 
according to the Act. 


The status of the corporation is under revision at Revenue 
Quebec. 


It is presently impossible to evaluate whether the corpo- 
ration will have to return the amounts received as a 
reimbursement of these taxes or whether it will be exempt. 


(b) In the normal course of its activities, the corporation is the 
claimant or defendant in certain pending claims or law- 
suits. It is the opinion of management that these actions 
will not result in any material liabilities to the corporation. 


(c) Decontamination could be needed for some of the corpo- 
ration’s properties. To date, the corporation has not been in 
a position to determine the related costs, not having as- 
sessed its properties’ contamination status. The costs 
related to the environmental evaluations and to the decon- 
tamination will be accounted for in the financial period 
during which they will be incurred by the corporation. 


7. Fair value of financial instruments 


The transactions related to cash and term deposits, accounts 
receivable, due from Canada, accounts payable and the amount 
due to parent company are incurred in the normal course of 
business. The carrying amounts of each of these accounts 
approximate their fair values because of their short-term ma- 
turity. There is no concentration of accounts receivable with 
any customer and, consequently, the credit risk is low. 
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THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. (a joint venture) 


MANAGEMENT REPORT 


The accompanying financial statements of The Seaway Interna- 
tional Bridge Corporation, Ltd. and all information in this annual 
report are the responsibility of management. 


The financial statements have been prepared in accordance with 
generally accepted accounting principles and necessarily include 
some estimates which are based on management’s best judgements. 
Information contained elsewhere in the annual report is consistent, 
where applicable, with that contained in the financial statements. 


To meet management’s responsibility and to assure the integrity 
and reliability of financial reporting, the Corporation maintains a 
system of internal controls, policies and procedures to provide 
reasonable assurance that assets are safeguarded, and that transac- 
tions and events are properly recorded. The system of internal 
control is supplemented by an internal audit which conducts peri- 
odic reviews of different aspects of the Corporation’s operations. 


The Board of Directors is responsible for ensuring that manage- 
ment fulfills its responsibilities for financial reporting and internal 
control. The Board exercises these responsibilities with the assis- 
tance of the Audit Committee of the Board, which is composed of 
three directors who are not employees of the Corporation. 


The Audit Committee meets with management, the internal audi- 
tor and the Auditor General of Canada, the external auditor, and also 
reviews and recommends to the Board the approval of the Corpo- 
ration’s annual financial statements. In addition, the external 
auditor has full and free access to the directors of the Corporation. 


The Auditor General of Canada is responsible for auditing the 
financial statements and for issuing his report thereon. 


Glendon R. Stewart 
President 


Carol Lemelin 
Treasurer 


Cornwall, Canada 


AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have audited the balance sheet of The Seaway International 
Bridge Corporation, Ltd. as at December 31, 1996 and the state- 
ments of revenues and expenses and changes in financial position 
for the year then ended. These financial statements are the respon- 
sibility of the Corporation’s management. My responsibility is to 
express an opinion on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the St. Lawrence 
Seaway Authority Act, the Canada Business Corporations Act, and 
the articles and by-laws of the Corporation. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
February 21, 1997 
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THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. (a joint venture)—Continued 
BALANCE SHEET AS AT DECEMBER 31, 1996 






































ASSETS 1996 1995 LIABILITIES 1996 1995 
$ $ $ $ 
Current assets Current liabilities 
Cash and short-term Accounts payable and accrued liabilities ..... 99,744 118,522 
Gepositsi(NGte 5) penn ee eee eee PISS S| 449 662 Ontario sales tax payable.................. 38,538 
PNT eA MEL Os a nc oie un ooo nee on deowc 62,364 29,424 DACA TENGE oo acocuopanaoenonnanases 105,884 103,557 
Goods and Services Clientsgdepositsmmee ren tant terre rene eee 55,413 38,825 
axsretundable:steeric acme eee 136,580 104,256 299,579 260,904 
450,495 583,982 Due to venturers 
Canitallassetsi (Note 4) pee ree erro 394,352 461,861 (NoterG) Peper Sacer ete eee 204,950 444,990 
Deferredimajornrepairs (Note 5)... nese eee 1,326,941 IESTS S62 504,529 705,894 





Long-term liabilities 
Due to venturers 


GCNGtNG) erat cet me enone oto aioe 1,395,065 1,588,658 
Debentures;payable(Notew)\7er.s aes ee oe 8,000 8,000 
Accrued employee termination benefits ...... 256,194 250,233 





1,659,259 1,846,891 





SHAREHOLDER’S EQUITY 


Capital stock 
Authorized—an unlimited number of 
common shares 
Issued and fully paid—8 shares............. 8,000 8,000 


2,171,788 2,560,785 2,171,788 2,560,785 








Approved by the Board: 


GLENDON R. STEWART 
President and Director 


ERMAN J. COCCI 
Director 
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THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. (a joint venture)—Continued 























STATEMENT OF REVENUES AND EXPENSES STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1996 FOR THE YEAR ENDED DECEMBER 31, 1996 
1996 1995 1996 1995 
$ $ $ $ 

Revenues Operating activities 

SLOLSSS chen neneupeers ot Gee era ER 2,721,789 2,730,310 Cash provided from operations 

Rental sissy eA oath bene cee yas 111,651 107,302 Excess of revenues over expenses, 

Interest) 240 Ss tench arte oe eae ae eae 29,951 58,134 before allocation to venturers .......... 310,566 458,472 

Other tee acc eae occ a Ere ee 51,844 55,043 Items not requiring cash 


2.915.235 2,950,789 Provision for employee termination 








benefits, Peers cee acta ae ere ote 30,883 24,897 
Expenses Amortization of capital assets and 
Maintenance se cyanea eens eter 1,172,168 1,010,933 deferredimajonrepalrs ay. aiet eset ie 295,069 296,918 
Tolltcollectioninnen ome eer ee ee 591,034 604,702 
Administration eeee ne sce ener aoe 449,806 441,400 , ‘ Bb ta Shes (BES 
nL: ; Change in working capital items 
Amortization of capital assets and deferred 
, ; other than cash and 
MAOrTEPAalTS, wee acer. «= nea dacleene eee 295,069 296,918 : 
Interest due to the venturers soy er depose and 
qT 
due towwenturersi ree eatery 23,645 63,594 
(ite 8), gala oe eer ee 96,592 ‘138,364 pie aS: nce 22,045) a 
a ee Ses eee Payments of employee termination 
2,604,669 2,492,317 Dene ftts ces. erebiery tcc. sock rience aioe (27,866) (19,398) 
EXCESS OF TEVenNes OVER EXPenSesia ciciaclirciee 310,566 458,472 Cash provided by operating activities........ 585,007 824,483 








Financing activities 
Payments to venturers, net of 


Allocation of excess of revenues over 
expenses for the year as per the 





joint venture agreement (Note 6) interestichareed: sna tanta eee (744,199) (490,266) 
Saint Lawrence Seaway Development Investing activities 
Conporationt ea tcrt st yeretace a tori terre ate 155,283 2295236 Additions to deferred major 
The St. Lawrence Seaway Tepairsy. he 2 Nae Ce OLE ere (28,376) 
Authority ....... 00... essences ee eee eees 155,283 = 229,236 Additions to capital assets ...............-. (38,919) (118,893) 
Total.allocaten:, sia eee cl saa eee 310,566 458,472 Increase in Goods and Services Tax 
reftindable 2 #in.c0.0 neice aan ete (17,881) 
Decrease in accounts payable related to 
deferrediinajermepalts serie eee (374,495) 
(38,919) (539,645) 
Decreaseanicashimcarnie ett eee een ee (198,111) (205,428) 
Cash and short-term deposits, beginning of the 
VEAL psn omy one irs meer cone ah meee MRO ee 449,662 655,090 





Cash and short-term deposits, end of the 
VOOT IS Avera iced cars See arte aero aces AES sys | 449,662 
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THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. (a joint venture)—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1996 


1. Authority and activities 


The Seaway International Bridge Corporation, Ltd. (SIBC; 
the Joint Venture) is an agent of The St. Lawrence Seaway 
Authority (SLSA) and its US counterpart, the Saint Lawrence 
Seaway Development Corporation (SLSDC). 


SIBC was incorporated under the Canada Corporations Act 
in 1962, continued under the Canada Business Corporations 
Act, and is subject to The St. Lawrence Seaway Authority Act. 
SLSA owns all the issued shares which makes SIBC a subsidi- 
ary of SLSA for the purposes of the Financial Administration 
Act. 


The SLSA’s share ownership in SIBC accounts for its 50% 
investment in the Joint Venture. The SLSDC’s 50% invest- 
ment in the Joint Venture is represented by the debentures 
payable. Strategic operating, investing and financing decisions 
need approval by the Board of Directors which is made up of 
an equal number of representatives from each of the two 
venturers. 


The purpose of the Joint Venture is to operate and manage 
the international crossing between Corwall, Ontario, and 
Rooseveltown, New York based on a September 1957 joint 
venture agreement. The crossing comprises two high level 
bridges, the North Channel Bridge and the South Channel 
Bridge. The operations include the collection of tolls. 


. Accounting policies 


The financial statements have been prepared in accordance 
with generally accepted accounting principles used in Canada. 
A summary of significant accounting policies follows: 


Excess of revenues over expenses 


Excess of revenues over expenses is distributed based on a 
formula specified in the joint venture agreement as described 
in Note 6 to the financial statements. The excess of revenues 
over expenses represents amounts collected on behalf of The 
St. Lawrence Seaway Authority and the Saint Lawrence Sea- 
way Development Corporation, and does not constitute a profit 
for the Joint Venture. 


Foreign currency translation 


Transactions in foreign currency, essentially tolls collected 
in US dollars, are translated into Canadian dollars at the ex- 
change rate in effect on the transaction date. 


Capital assets and amortization 


Capital assets are recorded at cost. These costs include 
moveable and removable assets acquired to operate the bridge. 
The cost of the North Channel Bridge is recorded in the books 
of The St. Lawrence Seaway Authority. The cost of the South 
Channel Bridge is recorded in the books of The St. Lawrence 
Seaway Authority (32%) and the Saint Lawrence Seaway De- 
velopment Corporation (68%). 


Costs, borne by the Joint Venture, that are improvements to 
the North Channel Bridge which are required for operational 
efficiency and to ensure its reliability are capitalized if they 
enhance the service potential of the capital asset. Costs of 
major repairs and betterments to the South Channel Bridge are 
the direct financial responsibility of the two venturers and, as 
a result, are not recorded as capital assets or expenses in the 
financial statements. 


Amortization of capital assets is based on their estimated 
useful life and is calculated on the straight-line method at the 
following annual rates: 


Automotive 10% and 20% 
Maintenance equipment 10% to 20% 
Office and toll equipment 10% to 20% 
Buildings 5% to 10% 
Bridge equipment 5% 


Remedial works 4.8% to 10% 


Deferred major repairs 


Deferred major repairs are recorded at cost and are amor- 
tized using the straight-line method over the estimated 10-year 
useful life. 


Employee termination benefits 


Most of the employees are entitled to specified benefits on 
termination as provided for under the conditions of employ- 
ment. The liability for these benefits is recorded in the 
accounts as the employees become entitled to the benefits. The 
termination benefits correspond to the higher of a week’s 
salary for each year of service up to a maximum of 28 weeks 
or 75% of the employee’s accumulated sick leave days. 


Pension plan 


Employees are covered by the Public Service Superan- 
nuation Plan administered by the Government of Canada. 
Contributions to the Plan are required from both the employee 
and the Joint Venture. These contributions represent the total 
pension liability of the Joint Venture and are recognized in the 
accounts on a current basis. The Joint Venture is not required 
under present legislation to make contributions with respect to 
actuarial deficiencies of the Public Service Superannuation 
Account. 


Deferred revenue 
Revenue from unredeemed toll tickets is deferred. 
Employee life insurance plan 


The Joint Venture provides a life insurance plan for its 
employees. Surpluses and deficits from the plan are recorded 
in employee benefits in the year in which they are determined. 
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THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. (a joint venture)—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1996—Continued 


3. Cash and short-term deposits 


In the course of its normal activities, the Joint Venture 
invests its temporary excess funds in short-term deposits in 
Canadian financial institutions. However, as at December 31, 
1996, there were no outstanding short-term deposits (1995— 
$291,309). The rate of return on short-term deposits varied 
between 3.3% and 7.0% during the year (5.8% and 8.2% in 
1995). The Joint Venture also earns interest at prime less 2.5% 
on its cash in the bank when the monthly balance exceeds 
$100,000. 


4, Capital assets 








1996 

Accu- 
mulated 

Cost amortization 
$ $ 
AUTORIOUVE sree ee eer he tet eee ete snares AGE ape eva eee 193,631 1735757 
Maintenance leqnipinenusmpra tril nianias ict nici titer iter 299,798 173,750 
Office and 

ftollsequipmient 2 sai. ects ee Ge ces ts ohspagaa taloscie Mineceaccetecnen sa oat $12,071 400,864 
Buildings ot. sak ates ied ees brome eee eae 68,815 19,719 
Bridgcequinitentecracar cmc arc cicitaciar cae eens Meee et tse 40,007 20,004 
Remedial worksite. conc teita cls eee eae et ie eee ee Stare 97,834 29,710 
1,212,156 817,804 








1995 
Accu- 
mulated 
Net Cost amortization Net 
$ $ $ $ 

19,874 193,631 165,512 28,119 
126,048 283,343 142,505 140,838 
111,207 489,607 344,952 144,655 
49,096 68,815 15,646 53,169 
20,003 40,007 18,003 22,004 
68,124 97,834 24,758 73,076 
394,352 eliioe2 orn TAU SIKS 461,861 








5. Deferred major repairs 


Deferred major repairs represent the cost of major rehabili- 
tation projects completed in 1995 which maintain the 
reliability of the North Channel Bridge over future years. 


1996 1995 
$ $ 
COSta RARE es Reason hoe 1,886,413 1,886,413 
Accumulated depreciation................ 559,472 370,831 





INET: DOOK ValuGemmemcn emitter ae 1,326,941 1,515,582 





6. Due to venturers 


As per the joint venture agreement, the annual excess of 
revenues Over expenses over the years was first distributed to 
The St. Lawrence Seaway Authority as a bridge user charge to 
reimburse it for the construction cost of the North Channel 
Bridge together with interest. At the end of 1993, the bridge 
user charge distributed to The St. Lawrence Seaway Authority 
totalled $11,109,347 representing the full reimbursement of 
the said construction cost and related interest. Accordingly, 
since then the annual excess of revenues over expenses is 
divided equally between The St. Lawrence Seaway Authority 
and the Saint Lawrence Seaway Development Corporation. 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1996—Concluded 


The amounts due to The St. Lawrence Seaway Authority 
(SLSA) and the Saint Lawrence Seaway Development Corpo- : 
ration (SLSDC) are calculated as follows: 























SLSA SLSDC Total 
1996 1995 1996 1995 1996 1995 
$ $ $ $ $ $ 
Balanceidue atibep inning Of veal. nlite dere steele terete ert 1,592,582 1,798,422 441,066 267,019 2,033,648 2,065,441 
Ine eCleHsel «pao oaancusueunsocnaooDHeoncoccadcdanaedanos TEE 119,015 21,419 19,347 96,592 138,362 
Allocation of excess 
OfTEVENUES OVEMEXPENSES eilce a sea eit reel steerete tenets or 155,283 229,236 155,283 229,236 310,566 458,472 
1,823,038 2,146,673 617,768 515,602 2,440,806 2,662,275 
Payments made during the year 
—Remittance of a portion of prior year’s 
ExCess Of TEVENUES OVER EXPENSES) sees sacle ee cise ete eine ne =i 200,000 400,000 200,000 400,000 
FLT STe St ea mea eee erent ere ee er oicte dain ahitativts Fo gplsiayeceareaete cae Jods 119,015 (AWS 119,015 
—Work done on behalf of SLSA and SLSDC 
to the South Channel Bridge’ Eee art MARE Oe eco 180,998 35,076 384,620 74,536 565,618 109,612 
456,171 554,091 384,620 74,536 840,791 628,627 
Balance duciat end ion yeatw- mitre cre settee tere ere eter <terareneten arse 1,366,867 1,592,582 233,148 441,066 1,600,015 2,033,648 
LGA NOWOMN. on acocdsonooucusodanoveducossoncosbemoDoN 1,161,917 1,147,592 233,148 441,066 1,395,065 1,588,658 
Current ponionwe eer eee eer eer rete tert er tae re) 204,950 444,990 204,950 444,990 








* Major repairs and/or betterments incurred to assure the reliability of 
the South Channel Bridge are to be borne by SLSA and the SLSDC in 
the ratio of 32% and 68% respectively. 

The long-term portion of the amount due to each venturer is 8. Bridge use 
to represent their respective share of the financing of deferred 

major repairs and remedial works, which total $1,395,065 at 

year end. The total amount due to SLSDC is currently lower 

than its required share and, as a result, SLSA carries the 

difference. The long-term portion of the amount due to SLSDC 

is expected to increase by its share in the excess of revenues 9 

over expenses in future years, until it matches its share of the 

unamortized balance of deferred major repairs. 


With the approval of the Canadian Transportation Agency, 
the Joint Venture continues the practice of providing free usage 
of the bridge system to certain North American Indians. This 
represents a substantial portion of the bridge traffic. 


. Related party transactions 


In addition to the transactions disclosed elsewhere in these 
financial statements, administrative support and certain engi- 
neering services are provided by The St. Lawrence Seaway 
Authority. Administrative support services amounted to 


The amounts due to The St. Lawrence Seaway Authority and 
the Saint Lawrence Seaway Development Corporation will be 


paid as funds become available. Interest is charged on the 
balance outstanding at the average one year Treasury Bill rate 
for the long-term portion and at the average three month Trea- 
sury Bill rate for the current portion. 


. Debentures payable 


These debentures, due on December 31, 2012 are non-inter- 
est bearing and are payable to the Saint Lawrence Seaway 
Development Corporation. 


10. 


$66,955 for 1996 ($62,557 for 1995). The charge for engineer- 
ing services amounted to $42,812 for 1996 ($23,609 for 1995). 
The Joint Venture also enters into various other transactions 
with the Government of Canada, its agencies and other Crown 
corporations, in the normal course of business. 


Comparative figures 


Some of the 1995 comparative figures were reclassified to 
conform to the presentation adopted in 1996. 
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STANDARDS COUNCIL OF CANADA 


REPORT OF MANAGEMENT’S RESPONSIBILITY 


The accompanying financial statements and all information in the 
Annual Report are the responsibility of the Council and its officers. 
The financial statements were prepared by management in confor- 
mity with generally accepted accounting principles appropriate to 
Council’s operations. The non-financial information provided in the 
Annual Report has been selected on the basis of its relevance to 
Council’s objectives. 


Council maintains a system of financial and management controls 
and procedures designed to provide reasonable assurance that the 
transactions undertaken by the Council are appropriately autho- 
rized, that assets are safeguarded and that financial records are 
properly maintained to provide reliable financial statements. These 
controls and procedures are also designed to provide reasonable 
assurance that transactions are in accordance with the Council’s 
objectives and within its mandate as stated in the Standards Council 
of Canada Act. 


The Auditor General annually provides an independent, objective 
review of the financial records to determine if the financial state- 
ments report fairly the operating results and financial position of 
the Council in accordance with generally accepted accounting prin- 
ciples. 


Council, through its Audit Committee, is responsible for review- 
ing management’s financial and reporting practices in order to 
satisfy itself that these responsibilities are properly discharged by 
management. The Audit Committee, comprised solely of Council 
members, meets with management and the Auditor General to re- 
view the annual financial statements and reports on them to the 
Council. 


Richard Lafontaine 
Chair 


AUDITOR’S REPORT 
TO THE MINISTER OF INDUSTRY 


I have audited the balance sheet of Standards Council of Canada 
as at March 31, 1997 and the statements of operations, equity of 
Canada and changes in financial position for the year then ended. 
These financial statements are the responsibility of the Council’s 
management. My responsibility is to express an opinion on these 
financial statements based on my audit. 


I conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that I plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all 
material respects, the financial position of the Council as at 
March 31, 1997 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Council that have 
come to my notice during my audit of the financial statements have, 
in all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Standards Coun- 
cil of Canada Act and the by-laws of the Council. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 9, 1997 


STANDARDS COUNCIL OF CANADA—Continued 


BALANCE SHEET AS AT MARCH 31, 1997 
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ASSETS 1997 1996 
$ $ 
Current 
(GEIS ieiesiier icine nates Mra a ana ee oes 748,718 680,367 
Accounts receivable 
Federal government departments 
ANCLAENCIOS ace, screens Crees ener vaes oy reeset 894,056 300,433 
(OVINS oe Pear oon e na Oe oma cera aa ero ane 998,455 960,464 
Parliamentary appropriation receivable ...... 322,000 $23,000 
Inventory of foreign standards ............. 161,313 185,377 
IDiGIEMGNES GNSNSSS a5 gear eomnaesacnooudoos 347,345 367,782 
3,471,887 3,017,423 
GapitallassetsiiN@ lens) pemiaetis th teter ier eer 767,049 389,441 
4,238,936 3,406,864 


LIABILITIES 


Current 


Accounts payable and accrued liabilities ..... 
Customer and other deposits ..............- 
Deferredimevienterermir- ci mere racerr tree tere 
Deferred revenue related to 

Capitaliassets (NOt 4) ei rtertasisertis elekiert 


Long-term 


Accrued employee severance benefits........ 


EQUITY OF CANADA 


Equity of Canada 














1997 1996 
$ $ 
1,221,639 888,426 
144,946 83,794 
Pees leye 105,941 
357,660 
DA SPa eu 1,078,161 
110,467 149,106 
1,862,844 1,227,267 
2,376,092 Deli Soi) 
4,238,936 3,406,864 





The accompanying notes are an integral part of these financial statements. 


Approved by the Council: 


RICHARD LAFONTAINE 
Chair 


MICHAEL B. McSWEENEY 
Executive Director 
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STANDARDS COUNCIL OF CANADA—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1997 






































1997 1996 
$ $ 
Revenue 
Salesior standardssum yarn eects 2,041,068 2,881,457 
IACCTedita ion {ce Saeeneera-aeata esters 1,682,728 1,357,519 
Standards Initiatives 
ayy PUNCH sano menenpoomnooAnaanhe 984,805 
WTO/NAFTA Enquiry Point................ 261,163 312,289 
Other cesses one ee eee 151,648 93,320 
5,121;412 4,644,585 
Expenses 
Salaries and employee benefits.............. 3,694,307 3,293,434 
Memberships in international 
OTganizationssa.niysan ot ee ee eee 1,209,778 1,334,202 
Travels Ais steeper a t.. eae aaeee 1,071,447 912,981 
Professional and special services............ 1,067,349 368,973 
Direct.cost.of standards:sold,. 7.4.2 926,507 1,514,608 
Officeaccommodation. jane eee 754,586 752,795 
Publicationsiand printing. ..........0.+..005 432,623 528,074 
Telecommunications and postage............ 291,431 284,114 
Amortization of capital assets............... 179,796 156,582 
Office: suppliesee eee ae eee eee 130,809 131,006 
Bubliowelationseatera ect 89,593 78,746 
Rentaliotiotticeequipmenter eas eee eee 69,421 74,158 
Meetings mace ae martinis 6 Seay oC ee 38,233 30,687 
Exchange of national standards ............. 17,864 89,348 
Othe tees eetcas Meester oie Tee ae ee 135,173 124,991 
10,108,917 9,674,699 
Excess of expenses over revenue.............. 4,987,505 5,030,114 
The accompanying notes are an integral part of these financial statements. 
STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31, 1997 
1997 1996 
$ $ 
Balance at the beginning of the year........... 2,179,597 1,945,711 
Parliamentary appropriation.................. 5,184,000 5,264,000 
7,363,597 7,209,711 


Excess of expenses over revenue.............. 


Balance at the end of the year................. 


(4,987,505) 
2,376,092 


(5,030,114) 


2,179,597 





The accompanying notes are an integral part of these financial statements. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31, 1997 











Operating activities 
Excess of expenses over revenue............ 
Items not requiring an outlay of 
cash 
Amortization of capital assets ............ 








Payment of accrued employee severance 
benefits... pete teks ahs tana ve ae earns 

Changes in current liabilities and current 
ASSCISIOUIC IIL ANECAS Ninety nerny en eee 


Cash applied to operating 
ACHVILIES aa ea eer. oc aree ae ear 
Financing activities 
Parliamentary appropriation................ 
Investing activities 
Additions to capital assets ................. 








Increase (decrease) in cash during 
the year. gerne oes ctrl cy serine aes 
Cashiat beginning of the year ..............-. 





Cashtarendiomthesy cate eer ane 


1997 1996 
$ $ 

(4,987,505) (5,030,114) 

179,796 156,582 
(4,807,709) (4,873,532) 
(38,638) (94,197) 
288,103 (118,119) 
(4,558,244) (5,085,848) 
5,184,000 5,264,000 
(557,405) (186,887) 
68,351 (8,735) 

680,367 689,102 

748,718 680,367 





The accompanying notes are an integral part of these financial statements. 
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STANDARDS COUNCIL OF CANADA—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997 


1. Authority, objects, and programs (d) Recoverable expenses 


The Standards Council of Canada was created by Parliament 
as a corporation under the Standards Council of Canada Act in 
1970 (revised, 1996) to be the national coordinating body for 
voluntary standardization. The Council is a Crown corporation 
named in Part I of Schedule III to the Financial Administration 
Act. 


The mandate of the Council is to promote voluntary stand- 
ardization in Canada, where standardization is not expressly 
provided for by law, in order to advance the national economy, 
support sustainable development, benefit the health, safety and 
welfare of workers and the public, assist and protect consum- 
ers, facilitate domestic and international trade and further 
international cooperation in relation to standardization. 


The Council’s activities and programs are centred around six 
broad areas: 


e coordinating and accrediting organizations that are en- 
gaged in standards development and conformity 
assessment; 


e participating and representing Canada’s interests interna- 
tionally through membership in the International 
Organization for Standardization (ISO), the International 
Electrotechnical Commission (IEC), the Pacific Area 
Standards Congress (PASC), and the Pan American 
Standards Commission (COPANT); 


¢ approving National Standards of Canada, 


¢ serving as the focal point for enquiries on the subject of 
standardization for both domestic and international activ- 
ities and standards; 


- fostering and promoting the understanding, benefits, and 
usage of standards in all aspects of economic activity 
both nationally and internationally; 


¢ serving as the repository and focal point for national and 
international standards for distribution to Canadian in- 
dustry. 


2. Significant accounting policies 


(a) Capital assets 


Capital assets are recorded at cost and amortized on a 
straight-line basis over the estimated useful life of the 
assets as follows: 


Furniture 5 years 
Equipment 4 years 
Leasehold improvements term of the lease 


(b) Inventory 


Inventory of foreign standards is valued at the lower of cost 
or replacement cost. 


(c) Prepaid expenses 


Annual membership fees paid to ISO and IEC for periods 
extending beyond the fiscal year are recorded as prepaid 
expenses. 


Recoveries of expenses in respect of an agreement for the 
operation of the World Trade Organization/North American 
Free Trade Agreement (WTO/NAFTA) Enquiry Point are 
recognized as revenue at the time the expenses are in- 
curred. 


(e) Revenue and deferred revenue 


Revenue is recorded on an accrual basis in the year in 
which it is earned. Amounts invoiced for accreditation 
services which have not been rendered are deferred and the 
revenue recorded as the services are provided. 


(f) Parliamentary appropriation 


Operating expenditures and the acquisition of capital assets 
are financed by a parliamentary appropriation which is 
credited to the equity of Canada in the year to which it 
applies. 


(g) Employee severance benefits 


Up to March 31, 1994, employees earned specified benefits 
payable on termination as provided for under Conditions of 
Employment. Benefits due to employees as of that date will 
be paid out over a five year period ending March 31, 1999 
or upon an employee’s termination if prior to March 31, 
1999. The fair value of outstanding benefits approximates 
their carrying value. 


(h) Pension plan 


Employees participate in the Public Service Superan- 
nuation Plan administered by the Government of Canada. 
The Council’s contributions to the plan are limited to 
matching the employee’s contributions for current service. 
These contributions are expensed during the year in which 
services are rendered and represent the total pension obli- 
gations of the Council. 


3. Capital assets 








1997 1996 
Accu- Net Net 
mulated book book 
Cost amortization value value 
$ $ $ $ 
Ieee Gonnooanaocae 265,683 237,187 28,496 41,997 
EGUIpMientiyacraee racer: 1,462,816 827,472 635,344 229,486 
Leasehold 
improvements....... 157,433 54,224 103,209 117,958 





1,885,932 1,118,883 767,049 389,441 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1997—Concluded 


4. Deferred revenue related to capital assets 


In 1997, the Council was awarded various contracts under 
the Industry Canada Standards Initiatives Program. Revenue 
of $984,805 was recognized in 1997 for activities undertaken 
pursuant to these contracts. Some of the contracts required the 
acquisition of capital assets for the delivery of services over 
an estimated period of four (4) years. Amounts received pur- 
suant to these contracts have been recorded as deferred 
revenue and are being amortized to income on the same basis 
as the related capital assets. The changes in the deferred reve- 
nue related to capital assets balance for the period are as 


follows: 
1997 
$ 

Beginning balances. ser snc ee es week erates 
AGC ACGUITER TASSELS Wane tou oat cic iel ee escte: soa eee 382,772 
Less amounts amortized 

tO TEVENICS rare terete ceekss ince Wis Re OASIS See ee PTS le 
ENGIN g Dalance’ sacicrois cle cies Mee ere ooh re nee 357,660 


5. Financial instruments 


Accounts receivable and accounts payable are incurred in 
the normal course of business. All are due on demand and 
non-interest bearing. The carrying amounts of each approxi- 
mate fair values because of their short maturity. There are no 
concentrations of accounts receivable with any one customer 
and, accordingly, no significant credit risk exists. 


6. Lease commitment 


The Council is leasing office space for a ten-year term which 
expires in May 2002. The future minimum annual rental under 
this agreement, exclusive of operating and realty tax expense, 
is $410,810 for years one to five, and $416,008 for years six 
to ten. 


7. Related party transactions 


In addition to those related party transactions disclosed 
elsewhere in these financial statements, the Council is related 
in terms of common ownership to all Government of Canada 
created departments, agencies, and Crown corporations. The 
Council enters into transactions with these entities in the nor- 
mal course of business. 


8. Comparative figures 


Certain of the 1996 comparative figures have been reclassi- 
fied to comform to the current year’s presentation. 








VANCOUVER PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE DAVID ANDERSON, P.C., M.P., 
MINISTER OF TRANSPORT 


We have audited the consolidated balance sheet of the Vancouver 
Port Corporation as at December 31, 1996 and the consolidated 
statements of operations and retained earnings and changes in fi- 
nancial position for the year then ended. These consolidated 
financial statements are the responsibility of the Corporation’s man- 
agement. Our responsibility is to express an opinion on these 
financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


CONSOLIDATED BALANCE SHEET 
AS AT DECEMBER 31, 1996 
(in thousands of dollars) 
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In our opinion, these consolidated financial statements present 
fairly, in all material respects, the financial position of the Corpo- 
ration as at December 31, 1996 and the results of its operations and 
the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during the examination of the consolidated 
financial statements have, in all significant respects, been in accor- 
dance with Part X of the Financial Administration Act and 
regulations, and the charter and by-laws of the Corporation. 


KPMG 
Chartered Accountants 


Vancouver, Canada 
February 7, 1997 



































ASSETS 1996 1995 LIABILITIES AND EQUITY OF CANADA 1996 1995 
Current assets Current liabilities 
CASH er eee ee ee earns 2,411 D222) Accounts payable and accrued liabilities ..... 32,062 25,901 
investments! (NOTE 2) bree etee. rerereraain «tare 80,777 55,387 Grants in lieu of municipal taxes............ 1,397 7,428 
Accounts recelvablen.e sees ie ae rete ar 10,774 9,737 Deferred revenues series torrente sei 5,984 3,999 
93,962 67,346 39,443 37,328 
Long-term receivables (Note 3)..............- 12,050 12,495 Accrued employee benefits ....--2.........- 1,636 1,198 
Property and equipment (Note 4).............. 427,733 367,808 Long-term) loans (Note’5)......-..0..2.---5---- 131,638 44,324 
gpa 82,850 
EQUITY OF CANADA 
Contributed’capital easareert. eee terres 150,259 150,259 
Retainedearninesmr eave ee cere eer 210,769 214,540 
361,028 364,799 
Commitments (Note 7) 
Contingencies (Note 8) 
533,745 447,649 533,745 447,649 





See accompanying notes to consolidated financial statements. 


On behalf of the Board: 


J. RON LONGSTAFFE 
Chairman 


THOMAS G. WHITE 
Director 
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VANCOUVER PORT CORPORATION—Continued 


CONSOLIDATED STATEMENT OF OPERATIONS 


AND RETAINED EARNINGS 
AS AT DECEMBER 31, 1996 
(in thousands of dollars) 






































1996 1995 
Operatingwievencnn anit eaten rte err 64,800 62,531 
Expenses 
Operating and administrative expenses 28,384 29,658 
Grants in lieu of municipal taxes ............ 5,119 7,608 
Depreciation 2c5 sc atecysrs as iorcrsgarorsiorn Sita eroonsiate 10,776 11,789 
44,279 49,055 
Income kom Operatlons ae irae ake tice 20,521 13,476 
Investmentincome . acer stat areieieiiclere 4,234 4,113 
Interestiexpeniser acre crteteiss eer ovestievs0 suataietsyelviste (6,617) (2,916) 
(2,383) 1,197 
Recoveries of (adjustments to) 
prior years’ grants in lieu of 
municipalitaxesi(NOte1s)(a)) peer een 7,514 (1,392) 
Write-down of property and 
equipment (Note 4) eryaraerrvestetleiet eee rer (26,160) (1,211) 
Net income (lOSS)heawas sete a0 sree sire siete axe (508) 12,070 
Retained earnings, beginning of year........... 214,540 206,823 
214,032 218,893 
Dividend payment to Canada................. (3,263) (4,353) 
Retained earnings, end of year................ 210,769 214,540 
See accompanying notes to consolidated financial statements. 
CONSOLIDATED STATEMENT OF 
CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1996 
(in thousands of dollars) 
1996 1995 
Cash provided by (used 
for): 
Operations 
INetincome (Oss) sania emcee eee rer (508) 12,070 
Items not involving cash: 
Depreciation ey. mht rvecctatiea nese icetstele 10,776 11,789 
Write-down of fixed assets............... 26,160 1,211 
Othenganctaree eae ci eter thee 1,052 180 
Changes in non-cash operating working 
Capitals. cg iia sietelavirn sos cs Oneterdsoreete aun 1,078 L377, 
38,558 39,027 
Financing 
ong-termiloans, Neto acetate t rier 87,314 42,259 
Dividend payment to Canada............... (3,263) (4,353) 
ong-termirecelVablesmmemer rare erent 365 672 
84,416 38,578 
Investments 
Additions to property and 
equipment; nethcemacatasncace cesses (97,395) (39,426) 
Increase in cash and investments .............. 25,579 38,179 
Cash and investments, beginning of year........ 57,609 19,430 
Cash and investments, end of year............. 83,188 57,609 


See accompanying notes to consolidated financial statements. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996 
(tabular amounts only are in thousands of dollars) 


Local port corporation 


The Vancouver Port Corporation was established on July 1, 
1983 as a local port corporation pursuant to the Canada Ports 
Corporation Act. The Corporation is exempt from income 
taxes. 


The Corporation’s mission is to facilitate and expand the 
movement of cargo and passengers through the Port of Vancou- 
ver, to provide facilities, services and technologies that are 
competitive, safe, commercially viable, dependable and cus- 
tomer oriented, and to operate with broad public support in the 
best interests of Canadians. 


The national marine transportation system has been and 
continues to be under review by the Government of Canada. 
The effect of this review is the proposed implementation in 
1997 of a new Canada Marine Act superseding the Canada 
Ports Corporation Act. At this time, the impact of these 
changes on the Corporation is not known. 


. Significant accounting policies 


The preparation of consolidated financial statements in 
conformity with generally accepted accounting principles re- 
quires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclo- 
sure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and 
expenses during the year. Actual results could differ from 
those estimates. A summary of the significant accounting poli- 
cies of the Corporation is as follows: 


(a) Consolidation 


The consolidated financial statements include the accounts 
of the Corporation and its wholly-owned subsidiary, 
Canada Place Corporation. All significant intercompany 
accounts and transactions have been eliminated. 


(b) Property and equipment 


Property and equipment are recorded at cost. Depreciation 
is calculated on the straight-line basis, commencing with 
the year the asset becomes operational, at rates based on 
the estimated useful lives of the assets as follows: 


Asset Rate 


Dredging 15 to 40 years 
Berthing structures, buildings, roads 

and surfaces 10 to 40 years 
Utilities 10 to 33 years 
Machinery and equipment 1 to 20 years 
Office furniture and equipment 3 to 5 years 


VANCOUVER PORT CORPORATION—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996—Continued 


(c) Pension costs 


All permanent employees of the Corporation are covered 
by either the Public Service Superannuation Plan adminis- 
tered by the Government of Canada, or a private group 
retirement plan. Contributions to the plans are required 
from the employees and the Corporation. Although both 
plans are defined benefit plans, the contributions represent 
the total pension liability of the Corporation and are recog- 
nized in the accounts on a current basis. The Corporation 
is not required under present legislation to make contribu- 
tions with respect to actuarial deficiencies of the Public 
Service Superannuation Account or with respect to charges 
to the Consolidated Revenue Fund for indexation payments 
under the Supplementary Retirement Benefits Act. 


(d) Grants in lieu of municipal taxes 


Grants in lieu of municipal taxes are estimated by the 
Corporation in accordance with the Municipal Grants Act. 
Accruals are re-evaluated each year and changes, if any, are 
made in the current period’s financial statements based on 
the best available information, including the results of 
audits by the Municipal Grants Division of Public Works 
Canada. 


(e) Employee benefits 


The Corporation accrues estimated liabilities for severance 
pay and annual leave. These benefits are provided under 
collective agreements and corporate policy. 


(f) Comparative figures 


Certain 1995 comparative figures have been reclassified to 
conform with the presentation adopted in the current year. 


. Investments 


Current investments are in Government of Canada treasury 
bills and in term deposits. At December 31, 1996 and 1995 the 
market value of these investments approximated carrying 
value. 


3. Long-term receivables 








1996 1995 
$ $ 
Long-term agreements for sale, 
bearing interest at 8.525% 
per annum, receivable in 
blended annual instalments 
totalling approximately 
$1.3 million, maturing 
between 1998 and 2012, 
Tepayablevatany, CMe re errata ter 11,280 12,022 
Less current portion (included 
IMlACCOUNTS TECEIVADIE) eeisaterrculacts rere rene (357) (752) 
10,923 11,270 
Fire protection costs, 
net of 
AMO MIZAMON eet toeeterratoer ee 1,040 1,120 
© (eres artemis mein metres 87 105 





12,050 12,495 
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4. Property and equipment 








1996 1995 
Accu- Net Net 
mulated book book 
Cost depreciation value value 
$ $ $ $ 
lear theoretic ae ara neces 91,207 91,207 90,823 
Dredsin Caen eee er 584 313 271 295 
Berthing 
SUTUICLUTE Se eicrtaryrttnirent 85,564 33,589 51,975 64,542 
Building sheer eee 117,225 35,768 81,457 110,575 
UNSSC od oaneuceacwa sr 21,677 11,451 10,226 10,820 
Roads and surfaces........ 39,729 29,167 10,562 10,589 
Machinery and equipment . . 33,728 18,455 S523 16,829 
Office furniture 
and equipment......... 12,954 9,310 3,644 4,627 
Projects under 


cConstmictions. sessm en a: 163,118 163,118 58,708 
565,786 138,053 427,733 367,808 








In the year ended December 31, 1996, a comprehensive 
revaluation of certain capital assets of the Corporation’s 
wholly-owned subsidiary, Canada Place Corporation, was un- 
dertaken. As a result, the carrying amount of the building was 
written down by $26,160,000 to its net recoverable amount 
based on projected undiscounted future net cash flows. 


5. Long-term loans 


1996 1995 





Unsecured loan from Canada, bearing 

interest at 7.5%, repayable 

in blended annual 

instalments, maturing 

DEecembensity 2 000k seme iretnnesier 1,710 2,065 
Unsecured loan from Export Development 

Corporation, bearing interest at 

8.525%, repayable in 

quarterly instalments, amortized 

over 15 years, maturing 

IMayi3 1822005 Gita sevtarsercersetse stony yares er 42,614 44,239 
Unsecured loan from Export Development 

Corporation, bearing interest at 

8.345%, repayable in 

quarterly instalments, amortized 

over 15 years, maturing 

May il 2006 creases cine aocns reer 41,671 
Unsecured loan from Export Development 

Corporation, bearing interest at 

6.538%, repayable in 

quarterly instalments, amortized 

over 15 years, maturing 








November 2852006) mecerrtiac tire 51,600 
137,595 46,304 
Less current portion (included in 
ACCOUNTS PAVADIC) aerate reettcker etal (5,957) (1,980) 
131,638 44,324 
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VANCOUVER PORT CORPORATION—Concluded 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1996—Concluded 


Principal repayment requirements over the next five years 9. Financial instruments 


are as follows: : EA 
The carrying value of current assets and current liabilities 


$ approximates their fair value due to the relatively short period 
to maturity of these financial instruments. 


LOOM Pae sors ck ere eI CEN bush osekeastcnecsr mts el heaertstete Sieh evsnsterette 5,957 
199 S959 5 3 eI So Oe ea aL ae Se 6,344 At December 31, 1996, the fair value of other financial 
CLT ee Meta ein cme eialte one amous cen ome ocr 6,832 assets and financial liabilities in the consolidated balance 
2OO0Q a eter doe ceca AM Aen reenter eRe Cee 7,359 sheet is as follows: 
DOOM SARE ap thevevn aay yas copa, avivat oie fo Baayen shar Sienenecone teousle sence 7,4 
sec 6 1996 1995 
33,908 unt wie we eee 
Carrying Fair Carrying = Fair 
6. Related party transactions amount value amount _value 
In addition to the related party transactions described else- $ $ $ $ 
where in these consolidated financial statements, the Long-term receivable...... 12,407 —- 12,407 13,247 —- 13,133 
Corporation paid $1,221,544 (1995—$1,546,955) to Canada Long-term loans ......... 137,595 145,214 46,304 47,683 
Ports Corporation for its share of that corporation’s operating SS 
expenses. The fair values of the Corporation’s long-term receivables 


and long-term loans are determined using cash flows dis- 

counted at a rate equal to the prevailing market rate of interest 
Contractual obligations for the construction, purchase and for financial instruments having substantially the same terms 

lease of property and equipment as at December 31, 1996 are and characteristics. 

estimated at $46.2 million. 


7. Commitments 








It is the policy of all port corporations that each port corpo- 
ration pay a dividend to Canada not later than March 31 based 
on a Corporation’s prior year’s income. Dividends are re- 
corded by the Corporation as a liability when declared. 


8. Contingencies 


(a) At December 31, 1996 the Corporation had claims from 
certain Lower Mainland municipalities for grants in lieu of 
taxes of approximately $10.1 million (1995—$12.9 mil- 
lion) greater than the amount accrued in the financial 
statements. Management is confident that the claims by 
municipalities not accrued in the financial statements will 
not result in additional cost to the Corporation. 


During 1996 the Municipal Grants Division of Public 
Works Canada completed audits at certain municipalities. 
As aresult of the 1996 audits, the Corporation has expensed 
in prior years a total of $7.8 million for grants in lieu of 
taxes more than was required. This year’s audits and other 
information have indicated additional overaccruals in prior 
years totaling approximately $4.9 million. At 
December 31, 1996, the potential benefit from $5.2 million 
(1995—$1.6 million) for overpayments of grants in lieu of 
taxes in prior years has not been recorded in the financial 
statements due to uncertainty. 


(b) There are claims against the Corporation for approximately 
$5.0 million plus unspecified damages. In management’s 
opinion, the likelihood of these claims succeeding is not 
determinable. The effect, if any, of the ultimate resolution 
of these matters will be accounted for in the accounts of the 
year a liability is estimable. 


VIA RAIL CANADA INC. 


MANAGEMENT REPORT 


Management of the Corporation is responsible for the preparation 
and integrity of the financial statements contained in the Annual 
Report. These statements have been prepared in accordance with 
generally accepted accounting principles and necessarily include 
some amounts that are based on management’s best estimates and 
judgement. Financial information used elsewhere in the Annual 
Report is consistent with that in the financial statements. Manage- 
ment considers that the statements present fairly the financial 
position of the Corporation, the results of its operations and the 
changes in its financial position. 


To fulfill its responsibility, the Corporation maintains systems of 
internal accounting controls, policies and procedures to ensure the 
reliability of financial information and the safeguarding of assets. 
The internal control systems are subject to periodic reviews by 
Samson Bélair Deloitte & Touche, general partnership as internal 
auditors. The external auditors, the Auditor General of Canada and 
Raymond, Chabot, Martin, Paré, general partnership have audited 
the Corporation’s financial statements and their report indicates the 
scope of their audit and their opinion on the financial statements. 


The Audit Committee of the Board of Directors, consisting solely 
of outside Directors, meets periodically with the internal and exter- 
nal auditors and with management, to review the scope of their 
audits and to assess reports on audit work performed. The financial 
statements have been reviewed and approved by the Board of Di- 
rectors on the recommendation of the Audit Committee. 


T. W. Ivany 
President and Chief Executive Officer 


J. R. Paquette 
Vice-President, Planning and Finance, 
and Treasurer 
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AUDITORS’ REPORT 


TO THE MINISTER OF TRANSPORT 


We have audited the balance sheet of VIA Rail Canada Inc., as at 
December 31, 1996 and the statements of operations, reconciliation 
to operating funding from the Government of Canada, contributed 
surplus, deficit and changes in financial position for the year then 
ended. These financial statements are the responsibility of the Cor- 
poration’s management. Our responsibility is to express an opinion 
on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes as- 
sessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at 
December 31, 1996 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with 
generally accepted accounting principles. As required by the Finan- 
cial Administration Act, we report that, in our opinion, these 
principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our audit of the financial statements 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Canada Busi- 
ness Corporations Act and the articles and by-laws of the 
Corporation. 


Raymond, Chabot, Martin, Paré 
General partnership 
Chartered Accountants 


Montreal, Canada 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
February 14, 1997 
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BALANCE SHEET AS AT DECEMBER 31 
(in thousands of dollars) 
































ASSETS 1996 1995 LIABILITIES 1996 1995 
Current assets Current liabilities 
GCashanditermdenositse emcee eerie 16,864 9,256 Accounts payable and accrued liabilities ..... 79,811 107,119 
PACCOUNTS TECELV AD Cea ereren en anes 8,064 7,953 DY TELel SVOGHANS 2 odin swanamecogoanonences 4,975 S131 
Receivable from the Government of Canada. . . 56,027 83,335 
4 . 84,7 ite 
Materialsia.. cic sed strom evansty iach cere eee 17,145 18,730 ve an) 
aa eae es Long-term liabilities 
98,100 119,274 Network restructuring and 
Long-term assets reorganization charges (Note 6)........... 28,160 22,740 
Asset renewal fund Others cred taneeee ee ee 8,543 9,888 
(Oy (0) (5) Won ete ae Coane hock mero cer op 35,058 23,072 36.703 32.628 
Investment, at cost (Note 4)................ 2,001 = 2 
Properties (Note?5) mraera ica e reece ie 579,359 640,984 


hareholder’s equit 
614,417 666,057 Seep een cay 








Sharezcapitall((NOtew)) seer ier ieee rete 9,300 9,300 

Contibutedisnrpltisaseg- peer i ere ee 626,906 683,064 
Deficits, can ee eae or era het eee (45,178) (51,911) 

591,028 640,453 

M2 ai7 785,331 TS will 785,331 


See accompanying notes to financial statements. 


Signed on behalf of the Board: 


HUGH K. SMITH, Q.C. 
Director and Chairman of the Audit Committee 


MARC LEFRANCOIS 
Director and Chairman of the Board 


VIA RAIL CANADA INC.—Continued 


STATEMENT OF OPERATIONS 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 











STATEMENT OF CONTRIBUTED SURPLUS 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 
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1996 1995 
Revenue 
IPASSEN GOL rar eerie cueteieos lociois arn acyetashyer ice 167,911 163,403 
@thensGNOte A) ee cpacpoccivusks too crsisiotnie se cians 16,623 11,571 
184,534 174,974 
Expenses 
Customer services ee ete ores ie: 227,494 229,471 
Equipment 
MPNMOMIN ne oo aos opnnoodaDonegods. 92,847 98,734 
Marketing andsalesanet teeter tslairrsiete er 26,933 25,390 
SipporteSenviCeS eerie sensors eee ete Sule sie) 36,142 
General and administrative................. 9,920 7,256 
Reorganization charges (Note 6) ............ 2,508 20,412 
Income: and! capitalitaxesmer merrier eet ipsisar 917 
392,804 418,322 
208,270 243,348 
Operating funding from the 
Governmentof Canadaeo. 2... cers 224,520 DISD 
Results before items 
not requiring operating funding 
from the Government of Canada .......... 16,250 12,431 
INDOVIVATON noooc.cucheeqoensababeoscsuss 42,566 38,509 
Write-down of properties (Note 5)........... 33,766 
Reorganization charges to be funded in 
subsequent years (Note 6)...........-..-- 10,015 
INGLIS! oa oncossnwonbecdeonpHontaooa: (70,097) (26,078) 
See accompanying notes to financial statements. 
STATEMENT OF RECONCILIATION TO OPERATING 
FUNDING FROM THE GOVERNMENT OF CANADA 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 
1996 1995 
INebmesultsermremret ree artes ast elernce verter (70,097) (26,078) 
Items not requiring (providing) 
operating funds 
Amortization and gains 
ONUPTOPETULES eueyeste eter Per yer trac faietere 43,064 39,123 
Write-down of properties .............---+- 33,766 
Reorganization charges to be funded 
IM SUDSEQUCMU VALS aya cneiereretcien tetera) r 10,015 
Network restructuring and reorganization 
Charges TecOVely: «ae seer retail (16,737) (13,023) 
70,108 26,100 
Operating funding surplus 
fonthe yea meer einer eae rrartrr 11 22 





See accompanying notes to financial statements. 


























1996 1995 
Balanceat beginning of yearee 2s aera 683,064 682,559 
Capital funding from the 
Government of Canadas ern seeee emcee: 20,672 39,628 
Transfer to deficit 
Non-cash transactions on properties 
(TOGA==SSOSUGO) Fe itera eee erent stat (76,830) (39,123) 
Balance send of, vearueeypreacisstaer titre eer 626,906 683,064 
See accompanying notes to financial statements. 
STATEMENT OF DEFICIT 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 
1996 1995 
Balance, beginning of year .................. ey 64,956 
INetirestiltse ar yacietrciior etter emi eireereie ete 70,097 26,078 
Transfer from contributed surplus 
Non-cash transactions on properties 
(OE SSSULING bse coscnmuooGsoocadoudE (76,830) (39,123) 
Balancexend Ol yeal-mmeeet citer renee roeke ne 45,178 51,911 





See accompanying notes to financial statements. 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 












































1996 1995 
Cash provided by (used in) operating 
activities 
Net results. otrsscrenesionacectausyeseteroen enon iaracrtee: (70,097) (26,078) 
Non-cash charges (credits) 
to operations 
AMOTUZATION OL POPELtL|eS an sieeire lero sere 43,790 41,411 
Gains on write-off, retirement and 
disposal ofproperties -ycnyacn nines eceers (726) (2,288) 
Amortization of investment tax 
CHEESE ors oc aiokrsay Nh eesks oso accberbavanens ger (498) (614) 
Write-down 
Of properties ce ores seer aa ei rea 33,766 
Gains on sales 
OfanvestMent rear winermencmiartne arta (6,856) 
Changes in non-cash working 
Capitals cisc«crnais trove cterenun core eon ten wipters (6,219) 9,332 
Network restructuring 
and reorganization charges............... 5,420 (25,346) 
Othemlong-termiliabilities annette (847) 2,163 
(2,267) (1,420) 
Cash provided by (used in) financing 
activities 
Capital funding from the Government of 
Canada near terteier ira storier miiees 20,672 39,628 
Receivable from the 
GovemmentiofCanadave sacra: 20,828 (12,376) 
41,500 PTS 
Cash provided by (used in) investment 
activities 
Asset rene waltind arn ciiitetersts fare os arse (11,986) (10,554) 
ACAUISItION OL propertiess- seas veers ee (20,672) (39,628) 
Advances: On CONIA ras -isiitae ie entertain 3,581 12,211 
Proceeds from sale of investment............ 8,857 
Proceeds from sale of properties ............ 1,886 7,482 
Accounts payable and accrued liabilities 
relatedsto;properticsnmncrrisriitereen iets (1372911) 5,507 
(31,625) (24,982) 
Cash and term deposits 
Increase during thesyeatueemrniemeiertic 7,608 850 
Balances beginiingiomyealneneien inte 9,256 8,406 
Balancevend/of yeauiea.1senererearee ae 16,864 9,256 
Represented by 
LOT) hk ieapre nein eee ea cis A ee mo 259 (3,331) 
Term deposits, 3.1%, 
maturing in January, 1997. ealeeeiaeie ee 16,605 12,587 
16,864 9,256 





See accompanying notes to financial statements. 


NOTES TO FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1996 


1. Authority and objectives 


VIA Rail Canada Inc. is a Crown corporation named in Part I 
of Schedule III to the Financial Administration Act. It was 
incorporated in 1977 under the Canada Business Corporations 
Act. The Corporation’s vision is to be the best passenger 
transportation company in Canada with a mission to provide 
high-quality, low-cost passenger service. The Corporation 
uses the roadway infrastructure of other railway companies, 
which also assure the control of train operations. 


The Corporation is not an agent of Her Majesty, and is 
subject to the Income Tax Act (Canada) and those of certain 
provinces. 


. Accounting policies 


These financial statements have been prepared by manage- 
ment in accordance with generally accepted accounting 
principles. The significant accounting policies followed by the 
Corporation are summarized as follows: 


(a) Funding from the Government of Canada 


Operating funding, which pertains to services, activities 
and other undertakings of the Corporation for the manage- 
ment and operation of railway passenger services in 
Canada, is recorded in the statement of operations. The 
amounts are determined on the basis of operating costs less 
commercial revenues excluding non-cash transactions re- 
lating to properties, certain network restructuring and 
reorganization charges, and are based on the operating 
budget approved by the Government of Canada for each 
year. Operating results are reconciled to operating funding 
in the statement of reconciliation to operating funding from 
the Government of Canada. 


Funding to cover the costs of the network restructuring and 
reorganization charges is recorded as a recovery in the 
statement of operations in the year in which final settle- 
ments with or disbursements are made to employees or 
suppliers. 


Funding for capital expenditures is recorded as contributed 
surplus on an accrual basis. 


(b) Materials 
Materials are valued at weighted average cost. 
(c) Properties 


Properties acquired from Canadian National Railway and 
Canadian Pacific Limited at the start of operations in 1978 
were recorded at the net transfer values, while subsequent 
additions, including those acquired under capital leases, 
are recorded at cost. 


The costs of refurbishing and rebuilding rolling stock and 
costs associated with other property upgrading are capital- 
ized if they are incurred to improve the service value or 
extend the useful lives of the properties concerned; other- 
wise, costs are expensed as incurred. 


Retired assets are written down to their realizable value. 
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NOTES TO FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1996—Continued 


(d) Amortization of properties 


Amortization of properties is calculated on a straight-line 
basis at rates sufficient to write off the cost of properties, 
less their residual value, over their estimated useful lives, 


as follows: 

Rolling stock 12 to 29 years 
Maintenance buildings 25 years 
Stations and facilities 20 years 


Infrastructure improvements 5 to 38 years 
Leasehold improvements 5 to 20 years 
Machinery and equipment 4 to 15 years 
Information systems 3 years 


Other assets 7 to 10 years 


No amortization is provided for projects in progress, ad- 
vances on contracts in progress or retired assets. 


(e) Leases 


Properties recorded under capital leases are amortized on a 
straight-line basis over 20 years, which is representative of 
their useful lives. 


Rental payments under operating leases are expensed as 
incurred. 


(f) Income taxes 


Funding from the Government of Canada provided to the 
Corporation to cover operating costs is determined on the 
basis of current needs. For this reason, income taxes are 
accounted for on the taxes payable basis as there is a 
reasonable expectation that all taxes payable in future years 
will be included in the government-approved formula for 
reimbursement and will be recoverable at that time. 


(g) Deferred credits 


Investment tax credits are amortized over the estimated 
useful lives of the related properties. The amortization of 
deferred investment tax credits is recorded as a reduction 
of the amortization of properties. Lease inducement credits 
are amortized over the term of the leases. 


(h) Pension plans 


The Corporation has defined benefit pension plans, based 
on retirement age, compensation and length of service, 
covering all its permanent employees. 


The cost to the Corporation is determined by actuarial 
valuations which allocate to each year, the accrued portion 
of the benefits based on projections of employees’ compen- 
sation levels to the time of their retirement, prorated on 
employees’ years of service. 


Pension expense (Note 9) includes the cost of benefits 
attributable to services rendered during the current year, 
the amortization of any unfunded liability in respect of past 
services and the amortization of experience gains and 
losses. These amortizations are calculated on a straight-line 
basis over the expected average remaining service lives of 
the active employee groups. 


(i) Employee termination and special benefits 


Employee termination and special benefits provided for 
under labour agreements and special programmes are ex- 
pensed in the year in which these costs are incurred. 


(j) VIA PREFERENCE programs 


The incremental costs of providing travel awards under the 
Corporation’s VIA PREFERENCE frequent traveller re- 
ward program are accrued as the entitlements to such 
awards are earned and are included in accounts payable and 
accrued liabilities. 


(k) Financial instruments 


Financial instruments consisting of cash and term deposits, 
accounts receivable, receivable from the Government of 
Canada, asset renewal fund and accounts payable and ac- 
crued liabilities are recorded at carrying value, which is 
equivalent to fair value. 


. Asset renewal fund 


The Corporation has been authorized by the Treasury Board 
of the Government of Canada to segregate proceeds from the 
sale or lease of surplus assets as well as the operating savings 
resulting from the rationalization of its maintenance activities, 
in a manner which ensures that these funds are retained for 
future capital projects. 


The average rate of return on the banker’s acceptance and 
bearers discount notes is 3.1% with maturity dates in January 
1997. 


. Investment 


Railroad Association Insurance, Ltd. (R.A.I.L.), an excess 
liability insurance company in which the Corporation had a 
4.61% interest, was sold on October 3, 1996. The proceeds 
from sale of this investment were $8.9 million, resulting in a 
realized gain on sale of $6.9 million included in other revenue, 
with an additional contingent gain of up to $0.5 million de- 
pending on past and future paid claims experience to be settled 
on October 3, 2001. 
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NOTES TO FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1996—Continued 


5. Properties 








1996 1995 
Accumulated Write- Accumulated 
Cost amortization Net down Cost amortization Net 





(in millions of dollars) 











Land gee cine asus te haa re ae hace ae Sell SMG 3.3 3.3 
Rolling Stockist. pipet cove. « ea cous «Sous aagaeyays annals ancigies eevee ees 522.3 ZNES 311.0 13:3 529.7 2275 302.2 
Maintenanceibuildings ri cite eee eerie cle 159.1 65.6 93.5 7.9 218.3 83.5 134.8 
Stationsand factltwes’©..o. acc cies apcnace neko ciate urea gels areal seen rare Dif 10.0 el D272. 8.7 18.5 
Infrastructire IMprovemlent rer mcr ah tei teeera eee as 92.7 24.3 68.4 39 94.7 2373 71.4 
seasehold umprovements! sax. > rater seree reese reeset 86.0 49.7 36.3 ee 86.0 46.0 40.0 
Machinery and equipment.nrc-an eee )tieet eta cree tiie D5e7, 16.6 on LS 30.7 19.2 1S 
Information SystemiS/s.0 c+ lc ocr te coe 76.2 69.8 6.4 72.3 68.0 4.3 
Other assets 2. oot eon aeshewe den ate ci bheek tes Meet be tee errs 20.8 19.3 iTS onl 18.7 2.4 
1,013.6 466.6 547.0 33.8 1,083.3 494.9 588.4 

Projects In Progress «.cvsa5 acicielnsversreyvaat ae ee tate aero eee 9.5 45.3 
Adyances'on contracts im progress... .\).<.4-r-ye et eerie 12 4.8 
Retired assets (at realizable valuc).......5...-.2sc+saucerc+e De 2S 
579.4 641.0 








On December 31, 1996, the gross value of assets under 
capital leases included above was $5.8 million (1995— 
$5.9 million) and related accumulated amortization thereon, 
amounted to $4.1 million (1995—$3.9 million). 


Projects in progress primarily consist of station improve- 
ments and equipment. 


The Corporation retired 20 LRC locomotives as they became 
surplus to the long-term fleet plan requirements. 


The Halifax and Toronto Maintenance Centres were written- 
down to their estimated market value as a result of the decision 
to rationalize the Maintenance Centre network. 


6. Network restructuring and reorganization charges 


The Corporation has incurred expenses related to approved 
plans for the restructuring of its transportation network on 
October 4, 1989 as well as subsequent reorganizations. 


As at December 31, 1996 a provision of $43.3 million 
(1995—$55.7 million), of which $28.2 million (1995— 
$22.7 million) is reflected as a long-term liability, has been 
recorded to provide for the ongoing costs of severance pay- 
ments and employment security benefits governed by labour 
agreements, special programmes and arbitration decisions 
which may extend over several years. 


7. Share capital 


The authorized share capital of the Corporation is comprised 
of an unlimited number of common shares of no par value. As 
at December 31, 1996 and 1995, 93,000 shares at $100 per 
share are issued and fully-paid. 
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NOTES TO FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1996—Concluded 


8. Commitments In addition to these related party transactions and those 
disclosed elsewhere in the financial statements, the Corpo- 
ration is related in terms of common ownership to all 
Government of Canada created departments and agencies. The 
Corporation enters into transactions with these entities in the 
normal course of business on trade terms applicable to all 


(a) The future minimum payments relating to operating leases 
mainly for real estate computer equipment are as follows: 


(in millions eS ree ; 
af dollars) individuals and enterprises. 
In 1996, the Government of Canada transferred thirty- 
VESTS Este one ek Gt aie a Re eR Gh er aa ee 12.9 one (31) station sites to the Corporation at their aggregate 
1.08 Serre err hater aie ee ney nd ree PO mere reer 9.5 carrying value of one dollar. 
| Re 2 ee eat Mere irre t reter crate tae eae orO eA Ae FEA eNO eRe 10.0 11.¢c : ; 
AUN Me aii Bee Ra Sater Abele eager fo 11.0 De eas 
9200 10.0 In the ordinary course of business, various claims and law- 
Subsequent years up to 2034 ..... 00... esses eee eee 74.4 suits have been brought against the Corporation and it is the 
127.8 opinion of management that the settlement of these actions will 


not result in any material liabilities to the Corporation beyond 


(b) As at December 31, 1996, the Corporation has outstanding any amounts already provided. 


commitments amounting to $5.1 million (1995—$21.6 mil- 12. Comparative figures 


lion) consisting mainly of equipment related projects. 
Certain comparative figures have been reclassified to con- 


(c) Effective January 1, 1989, the Corporation entered into a form with the presentation adopted in 1996. 
train service agreement and other agreements for the use of 
tracks and control of train operations. These agreements 
expire December 31, 2008. 








9. Pension plans 


The latest actuarial valuations of the pension plans were 
carried out as at December 31, 1993, by external actuaries who 
are members of the Canadian Institute of Actuaries. Based on 
these valuations and actuarial projections made for 1994, 1995 
and 1996, the accumulated plan benefits as at 
December 31, 1996 are $830.4 million. The net assets avail- 
able to provide for these benefits at actuarial adjusted market 
values as at that date amount to $899.7 million. 


Using the method identified in the pension plans accounting 
policy (Note 2 (h)), the pension expense for 1996 was $5.3 mil- 
lion (1995—$11.3 million) and included amortization of past 
service costs and experience gains and losses. 


10. Related party transactions 


In the normal course of business, transactions with other 
Crown corporations amounted to: 


1996 1995 





(in millions of dollars) 


IREVENUC ee eenretie tire nsf tae hecorstrcenronse 0.9 8.6 
Operating iexpensestretrrerate terre are 12 62.3 
Capitaltexpendituresirery rr tether ete 24.5 
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